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PENNSYLVANIA  DEPARTMENT  OF  AGRICULTURE. 
Organization  and  Services. 

FRANK  P.  WILLITS,  Secretary  JOHN  M.  McKEE,  Deputy  Secretary 

This  DepnrtmoTit  is  rsspntinllv  a  sprvice  agency  created  by  legislative  enact- 
ment 'to  denl  w-ith  admiiiistmtivo,  regulatory,  investigational,  _  ami  educational 
l.rohlems  Nvliich  can  best  be  solved  throntrb  public  rather  than  individnal  action. 
The  organization  provides  for  coordination  and  cooperation  witli  the  Pennsylvania 
State  College  and  the  U.  S.  Department  of  Agriculture.  The  Department  operates 
through  the  following  bureaus : 

ANIMAL  INDUSTRY:  T.  E.  MUNCE,  Director  and  State  Veterinarian. 

Prevents  and  eradicates  transmissible  diseases  of  animals  and  poultry,  including 
tnb"rculosis  of  animals  in  cooperation  with  Federal  Government.  _ 

Demonstrates  to  veterinarians  control  methods  for  transmissible  animal  diseases: 

Supervises  vaccination  for  and  the  prevention  of  hog  cholera,  anthrax,  black  leg 
and  hemorrhagic  septicemia :  1^4.   

Protects  public  from  unwholesome  meats  through  ante  and  post  mortem  exam- 
inations of  animals  at  slaughtering  establishments; 

Inspects,  licenses  and  furnishes  information  as  to  breeding,  soundness  and  con- 
formation 'of  stallions  and  iacks  standing  for  public  service : 

Enforces  law  requiring  licensing  of  dogs  and  providing  for  protection  ot  live- 
stock and  people  from  attacks  of  uncontrolled  dogs;  _  ,        •  4. 

Maintains  laboratory  for  diagnostic  research  and  experimental  projects. 

PLANT  INDUSTRY :  C.  H.  IIADLEY,  Director. 

Tests  agricultural  seeds  for  purity  and  germination,  and  enforces  _State_  Seed  Law ; 
.     Inspects  orchards,  parks,  farms,  and  plant  imports  for  injurious  insects  and 

Inspects  and  licenses  Pennsylvania  nurseries,  and  licenses  all  dealers  m  nursery 

Enforces  laws  governing  apicnltural  practices,  disease  control  and  housing;  _ 
Places  and  enforces  quarantines  and  carries  on  eradication  campaigns  against 
insect  pests  and  plant  diseases; 

Inspects  and  certifies  potatoes  for  seed  purposes; 

Makes  investigations  for  the  control  of  injurious  insects  and  plant  diseases  in- 
cluding field  tests  of  insecticides,  fungicides  and  weed  killers; 

Maintains  collections  of  insects,  plant  diseases,  plants,  and  seeds,  and  identities 
specimens. 

FOODS  AND  CHEiMISTRY:  .JAMES  W.  KBLLOGO  Drrec/or 

Accomplishes  its  purpose  of  protecting  Pennsylvania  homes  against  harmful 
foodstuffs  by  sampling,  analyzing  and  bringing  prosecution  under  the  laws  relat- 
ing to  foods  and  non-nlcoholic  drinks,  including  milk,  cream,  butter,  ice-cream, 
eggs,  sausage,  fresh  meats,  soft  drinks,  fruit  syrups,  vinegar  and  kindred  food 

^'Pegu^fates  and  issues  licenses  for  the  manufacture  and  sale  of  ole(jmargarine :_ 

Licenses  and  regulates  eag-opening  plants  and  cold  storage  warehouses,  maintain- 
ing regular  inspection  and  enforcing  twelve-month  storage_  limit ;  . 

Inspects  milk  plants  and  creameries  and  regulates  weighing,  testing,  buying 
and  selling  of  milk  and  cream  on  a  butterfat  basis;  ,  4.  * 

Protects  honest  m.anufaeturers.  importers,  selling  agents  and  ultimate  users  01 
feeding  stuffs,  fertilizers,  lime  products,  linseed  oil,  paint,  putty,  turpentine,  in- 
secticides and  fungicides,  by  means  of  annu.al  registrations  followed  by  inspec- 
tions, analyses,  prosecutions  and  the  publication  of  the  analyses  of  these  Products. 

Anal.vzes   special   samples   for  residents   of   the   State   at   the   rate   ot  i^l.W 
a  sample  for  feeding  stuffs,  lime  products  and  linseed  oils.  j 
MARKETS :  P-  ^-  TAYLOR,  Director. 

Investigates  and  as.sists  in  the  marketing  of  farm  products:  at  present  chiefly 
grain  and  hav,  fruit  and  vegetables,  poultry  and  eggs,  and  tobacco;   

Compiles  and  distributes  daily  market  information  as  to  supplies,  shipments 
and  prices ;  .    ,  j  4- 

Advises  growers  on  transportation  of  agricultural  products ; 

Assists  cooperative  associations  and  public  markets; 

Establishes  standard  grades  of  farm  products  and  maintains  inspection. 
STATISTICS  :  ^-       WIBLE,  Director. 

Assembles  and  disseminates  essential  statistics  and  facts  pertaining  to  the  agri- 
culture of  tlie  State,  from  monthly  reports  rendered  by  hundreds  ot  volunteer 
crop  correspondents,  information  which  assists  the  producer  m  his  sales  ana 
interests  all  industries  which  deal  with  agricultural  products;     ....  „  , 

Cooperates  with  U.  S.  Bureau  of  Agricultural  Economics  in  joint  crop  ana 
livestock  reporting  and  publishes  annual  and   monthly  summaries  ot  the  oaia 

Compiles  dates  of  county  and  local  fairs  and  assembles  data  pertaining  to  tneir 
success  and  results  during  each  year. 
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The  fundamental  principles  of  cooperative  associations,  namely 
the  payment  of  patronage  dividends  and  "one  member  one  vote"  re- 
gardless of  the  financial  investment  of  each  individual,  were  first 
recognized  by  the  General  Assembly  of  Pennsylvania  in  Act  No.  252 
of  the  session  of  1887.  The  purpose  of  this  Act  was  "To  encourage 
and  authoi'ize  the  formation  of  cooperative  associations,  productive 
and  distributive,  by  farmers,  mechanics,  laborers,  or  other  persons." 
Provision  was  made  in  the  Act  for  the  issuance  of  two  classes  of 
capital  stock:  (1)  Permanent  stock,  (2)  Ordinary  stock.  Interest 
payments  on  permanent  stock  were  limited  to  six  per  cent  and  on 
ordinary  stock  to  five  per  cent  per  annum.  After  allowing  deduc- 
tions for  depreciation  of  equipment  and  buildings,  reserve  fund  and 
propaganda  funds,  the  remaining  p.rofits  Avere  to  be  divided  among 
employes  according  to  the  amount  of  their  Avages  and  among  members 
according  to  their  purchases.  Non-members  Avere  to  be  paid  one-half 
of  the  profit  sharing  rate  paid  to  members  on  their  purchases. 

For  various  reasons,  farmers  failed  to  make  extensive  use  of  the 
privileges  and  benefits  of  this  Act.  Not  until  the  World  War  and 
the  subsequent  passage  of  the  CooperatiA^e  Act  of  1919  did  the  fai'- 
mers'  cooperative  movement  in  Pennsylvania  assume  importance. 
The  two  milk  producers'  organizations  operating  in  the  largest  mar- 
kets of  Pennsylvania  Avere  incorporated  in  other  states  becaiise  no 
satisfactory  cooperative  legislation  had  been  enacted  in  this  state 
at  the  time  these  corporations  were  formed.  The  purpose  of  Act  No. 
238  of  1919  as  stated  in  its  preamble  is  "To  provide  for  the  incorpora- 
tion and  regulation  of  cooperative  agricultural  associations  not  hav- 
ing a  capital  stock  and  not  conducted  for  profit,  and  defining  agri- 
culture so  as  to  include  persons  engaged  in  agriculture,  dairying,  live- 
stock raising,  poultry  raising,  bee-keeping  and  horticulture." 
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GROWTH  OF  COOPERATIVE  EFFORT 

Number  of  Associations— The  growth  of  farmers'  cooperative  as- 
sociations in  Pennsylvania  has  been  slow,  but  that  growth  has  been 
positive.   The  number  of  associations,  as  well  as  the  volume  of  busi- 
ness transacted  yearly  by  such  organizations,  has  steadily  increased. 
At  the  end  of  1920,  eighteen  months  after  the  passage  of  the  non- 
capital stock  Cooperative  Act  of  1919,  only  25  individual  associa- 
tions had  been  incorporated ;  but  at  the  close  of  1925  a  total  of  290 
charters  had  been  granted  by  the  Secretary  of  the  Commonwealth. 
Of  this  total,  113  were  for  separate  organizations  and  177  for  local 
units  of  the  Dairymen's  League  Cooperative  Association.  Ninety  per 
cent  of  all  of  the  associations  which  had  been  chartered  up  to  the 
close  of  1925  were  actively  engaged  in  business  during  1925.   In  addi- 
tion the  Interstate  Milk  Producers'  Association  of  Philadelphia,  the 
Dairymen's  Cooperative  Sales  Company  and  the  Producers'  Cooper- 
ative Commission  Association  of  Pittsburgh,  the  Atlantic  Coast 
Poultry  Producers'  Association  of  New  York,  and  the  Cooperative 
Grange  League  Federation  Exchange  of  Ithaca,  New  York,  and  ap- 
proximately 30  local  capital  stock  companies,  including  the  Keystone 
Grange  Exchange  of  Harrisburg,  transact  a  large  business  for  Penn- 
sylvania farmers. 

Number  of  Members— At  the  close  of  1922,  the  membership  of  79 
active  local  and  3  interstate  cooperative  organizations  in  I'ennsyl- 
vania  numbered  approximately  29,000.  At  the  end  of  1923, 103  active 
local  and  4  interstate  associations  had  37,400  Pennsylvania  members ; 
at  the  close  of  1924,  106  active  local  and  6  interstate  associations 
had  a  membership  of  41,400,  in  this  state;  and  at  the  end  of  1925, 
108  active  local  and  6  interstate  associations  had  a  total  membership 
of  41,990.  According  to  the  United  States  Census  Bureau  there 
were  approximately  200,000  farms  in  Pennsylvania  at  the  close  of 
1925,  so  approximately  20  per  cent  of  the  farmers  of  the  state  were 
members  of  some  form  of  cooiperative  association.  This  percentage 
does  not  allow  for  duplication  of  membership,  as  some  farmers  are 
members  of  more  than  one  association. 

Volume  of  Business — ^^The  compilation  of  annual  reports  from 
local  associations  and  of  official  estimates  from  interstate  organi- 
zations shows  that  the  total  volume  of  business  transacted  with 
Pennsylvania  farmers  amounted  to  |35,009,680  in  1925,  as  compared 
with  132,409,000  in  1924,  an  increase  of  9.2  per  cent.  In  1925,  six 
large  cooperatives,  whose  activities  extended  through  several  eastern 
states,  did  a  business  of  |28,314,277  with  Pennsylvania  members  or 
80.9  per  cent  of  the  total  cooperative  business  of  the  state  and  the 
sales  of  local  organizations  totalled  |G,695,403,  19.1  per  cent  of  the 
total.    In  1924,  the  Pennsylvania  business  of  interstate  associations 
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amounted  to  $26,049,000  or  80.4  per  cent  of  all  sales  and  that  of  local 
organizations  to  $6,360,000,  19.6  per  cent  of  the  total. 

Comparison  of  Sales— Because  of  the  provision  in  the  Act  of  1919 
requiring  all  associations  incorporated  under  it,  to  file  an  annual 
report  with  the  Secretary  of  Agriculture,  accurate  figures  are  avail- 
able for  several  years  concerning  the  volume  of  business  done  by 
such  associations.  These  figures  will  give  a  fairly  accurate  idea  of 
the  rate  at  which  the  business  done  by  cooperatives  has  grown.  In 
1922,  the  sales  of  50  local  non-capital  stock  associations  amounted 
to  12,173,889;  in  1923,  the  sales  of  70  such  organizations  totalled 
$2,695,232 ;  in  1924,  the  sales  of  73  equalled  $3,569,225  and  in  1925 
the  sales  of  76  local  non-stock  associations  totalled  p,707,686.  The 
sales  of  36  identical  purchasing  associations  amounted  to  $532,488 
in  1922;  $1,087,688  in  1923;  $1,519,080  in  1924  and  $1,723,000  in  1925. 
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The  business  of  all  local  organizations  has  shown  an  annual  increase  and 
so  has  that  of  36  identical  associations. 

Commodities  Handled— Milk  and  milk  products  make  up  the 
bulk  of  the  farmers'  cooperative  business  in  this  state,  next  in  im- 
portance is  the  farm  supply  business,  then  fruits  and  vegetables, 
eggs,  wool,  and  cattle  follow  in  the  order  named. 

The  following  table  shows  the  annual  sales  by  commodities  and 
percentages  of  total  sales : 
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COOPERATIVE  SALES— BY  COMMODITIES 

1924   1925 

^^1^^         %  Total  Sales         %  Total 

Milk  and  Milk  Products    $26,284,239        81.1        $29,029  518  82.92 

Fru.ts  and  Vegetables    MJO g  3.4^         U05.824  3.16 

1^  65,ooo     0.2       gig  ^0.23 

Farm  Supplies    4,S4U,4UJ  , 

Cattle     '   . 

Total    $32,049,000      100.0%     $35,009,680  100.0% 

As  stated  above  90  per  cent  of  all  of  the  cooperative  organizatioBS 
which  have  been  chartered  under  the  Act  of  1919  are  actively  en- 
gaged in  business  today.  Such  a  small  rate  of  mortality  is  remark- 
able among  business  organizations.  Surely  these  associations  must 
offer  real  economic  and  social  gains  to  their  members  and  the  public 
which  they  serve. 

ACCOMPLISHMENTS  OF  COOPERATIVES  IN 
PENNSYLVANIA 

In  the  foUoAving  paragraphs  are  presented  the  major  accomplish- 
ments of  cooperatives  in  Pennsylvania  and  the  ways  by  which  these 
results  were  obtained.  In  general,  the  achievements  of  farmers' 
cooperative  organizations  are  the  results  of  many  small  changes 
and  innovations  in  distributive  and  business  methods  rather  than 
of  big  revolutionary  changes  in  practices.  In  the  aggregate,  however, 
these  changes  represent  a  big  economic  gain  and  savings  to  the  pro- 
ducers of  agricultural  commodities.  Different  methods  of  bringing 
about  these  savings  have  been  tried  by  various  organizations  and  the 
best  apparent  means  are  emphasized  in  this  publication.  It  is  hoped 
that  those  actively  engaged  in  cooperative  work  will  receive  some 
useful  ideas  and  helpful  suggestions  from  this  bulletin,  and  that  the 
consuming  public  will  obtain  a  new  conception  of  the  farmers' 
cooperative  movement. 

Improvement  of  Production— Quality  products  will  always  bring 
a  premium  in  any  market.  Most  cooperative  organizations  are 
convinced  of  the  necessity  for  producing  a  better  product.  Fruit 
associations  have  seen  the  need  for  better  spraying,  for  better  grad- 
ing and  for  improved  varieties.  The  Fruit  Growers'  Cooperative 
Association  of  Wefit  Cliester  found  in  1925  that  the  apples  which  its 
members  delivered  to  the  packing  house  ran  from  4.32  per  cent  of 
culls  in  the  fruit  delivered  from  its  best  orchard  to  36.0  per  cent  of 
culls  in  that  delivered  from  its  poorest.  Of  the  fruit  actually  packed 
by  the  organization  in  1925,  41.31  per  cent  was  graded  U.  S.  Fancy, 
41.87  per  cent  U.  S.  No.  1,  and  16.82  per  cent  U.  S.  No.  2.  In  1924, 
26.2  per  cent  of  the  crop  was  graded  U.  S.  Fancy,  54.1  per  cent  U.  S. 
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No.  1  and  19.7  per  cent  U.  S.  No.  2.  The  Fancy  and  No.  1  grades 
being  in  greatest  demand,  naturally  commanded  the  highest  price 
and  as  the  actual  figures  show,  the  growers  in  1925,  made  commend- 
able progress  over  the  previous  year  in  the  production  of  better  fruit. 

Potato  associations  have  learned  the  need  for  vigorous,  clean  and 
healthy  seed,  good  varieties  and  the  eradication  or  control  of  disease 
and  insect  pests  by  spraying.  In  1924,  a  large  retailer  spent  a  big 
Slim  of  money  to  advertise  the  merits  of  Mercer  County  potatoes  in 
the  Pittsburgh  market.  His  buyers  in  Mercer  County  bought  care- 
lessly graded  and  diseased  tubers  from  individual  growers  throughout 
the  county.  As  a  result  the  money  spent  in  advertising  the  potatoes 
was  largely  wasted.  In  1925,  this  concern  agi-eed  to  buy  all  of  the 
potatoes  of  the  Mercer  County  Cooperative  Potato  Growers'  Associa- 
tion because  the  organization  would  guarantee  the  grade  and  quality 
of  its  product. 

The  improvement  of  milk  production  which  has  been  brought 
about  by  the  voluntary  supervision  of  production  through  the  dealer- 
farmer  agencies— the  Dairy  Councils— is  one  of  the  outstanding 
accomplishments  of  cooperation  in  this  state.  These  agencies  main- 
tain field  men  who  inspect  the  barns,  milking  utensils,  cows,  and 
the  milk  houses  to  make  sure  that  every  possible  sanitary  measure 
is  practised.  The  expenses  of  the  Dairy  Councils  are  met  by  equal 
contributions  from  the  farmers  and  the  milk  dealers.  Sanitary 
regulations  have  been  adopted  by  these  agencies  and  every  milk 
producer  must  meet  these  requirements  before  milk  can  be  shipped  to 
cooperating  dealers.  The  Dairy  Councils  have  no  regulative  powers 
conferred  by  statute,  but  the  inspection  work  is  so  eminently  fair 
and  beneficial  to  the  public  health  that  milk  which  is  not  produced 
under  the  superiision  of  these  agencies  has  extreme  difficulty  in  find- 
ing a  market. 

Cooperation  makes  it  possible  to  acquire  better  breeding  stock 
on  many  farms.  Pedigreed,  purebred  bulls  or  stallions  are  expen- 
sive and  beyond  the  financial  reach  of  most  farmers.  But  by  pooling 
a  small  contribution  from  each  member,  communities  have  been  able 
to  acquire  high-grade  breeding  stock  which  is  available  for  the  use 
of  all  members.  For  example,  cooperative  bull  and  stud  associations 
insure  that  high  quality  breeding  stock  is  available.  Many  of  these 
organizations  are  not  incorporated  and  are  operated  as  informal 
clubs  in  numerous  communities,  but  they  are  cooperative  in  nature 
and  render  useful  service  to  the  livestock  raiser.  The  Troy  Canton 
Cooperative  Bull  Association  of  Troy,  Pa.,  is  an  example  of  an  incor- 
porated body  which  is  providing  better  breeding  stock  in  its  com- 
munity. Over  three  hundred  dairy  cattle  were  bred  through  this 
organization  in  1924. 
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Stabilization  of  Production— This  is  one  of  tlie  most  difficult  and 
perplexing  problems  which  face  cooperative  organizations  and  yet 
a  most  important  one.  The  manufacturer  can  with  comparative 
ease  make  his  output  meet  the  market  demand  by  reducing  the  out- 
put until  the  demand  absorbs  the  supply.  But  in  the  production  of 
farm  products,  stabilization  of  output  is  not  a  simple  matter.  Crop 
Yields  from  the  same  acre  of  ground  vary  greatly  from  year  to  year 
depending  on  weather  conditions.  Hens  lay  more  eggs  m  the  spring 
than  in  the  early  winter  and  natural  processes  are  difficult  to  regulate 
and  very  slow  to  change.  However,  some  cooperatives  have  made 
remarkable  progress  in  this  direction. 

The  accomplishment  of  the  Interstate  Milk  Producers'  Associa- 
tion in  bringing  about  more  even  production  to  meet  the  consumer 
demand,  is  worthy  of  emphasis.  When  this  organization  started 
business,  the  milk  supply  of  Philadelphia  was  subject  to  the  most 
violent  seasonal  fluctuations.  In  the  fall  months  of  October,  Nov- 
ember and  December  the  supply  of  milk  was  acutely  short  and  m 
the  months  of  Mav,  June  and  July  the  supply  was  excessive.  During 
its  early  years  of  operation  the  milk  production  of  the  members  of 
the  Interstate  Milk  Producers'  Association  in  May,  June  and  July 
was  often  nearly  twice  as  great  as  it  was  in  the  previous  October, 
November  and  December. 

Accordingly,  the  organization  set  out  to  correct  this  evil  and  by 
price  differentials  and  education  among  its  membership,  it  has  largely 
accomplished  its  purpose.   It  adopted  Avhat  was  called  the  basic  and 
surplus  price  plan.   The  basic  price  Avas  based  upon  the  market  price 
of  fluid  milk  and  the  surplus  price  upon  the  market  price  of  butter. 
The  average  monthly  quantity  of  milk  which  the  farmer  produced 
during  October,  Noveml^er  and  December  Avas  termed  the  "basic 
quantity"  and  the  quantities  which  he  produced  above  this  amount 
in  the  succeeding  months  was  classified  as  surplus.   As  a  result  the 
producer  was  encouraged  financially  to  increase  his  production 
during  the  sliort  period  of  October,  November  and  December.  In 
his  annual  report  for  1925,  the  president  of  the  association  stated 
that  in  only  one  month  did  the  surplus  milk  in  the  Philadelphia 
territory  equal  twenty  per  cent  of  the  total  milk  and  during  three 
months  it  varied  from  ten  to  fifteen  per  cent  of  the  total.    In  the 
other  months  of  the  year  surplus  milk  amounted  to  less  than  10  per 
cent. 


PERCENTAGE  OF  BASIC  MILK  RECEIVED  AT  PHILADELPHIA 
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The  shaded  portion  of  the  chart  which  represents  basic  milk  has  in- 
creased in  each  year  since  1921,  but  the  white  portion  representing  sur- 
plus milk  has  decreased  annually  since  that  date. 

The  above  chart  shows  the  steady  annual  increase  in  the  percen- 
tage of  basic  milk  since  1921  in  the  Miiladelphia  market  and  that 
milk  production  in  that  territory  is  annually  reaching  more  nearly 
a  fluid  milk  basis. 

Better  and  Cheaper  Farm  Supplies — Most  cooperative  organiza- 
tions, Avhether  they  be  marketing  or  purchasing  associations,  can 
render  a  distinct  service  to  their  members  by  obtaining  and  distri- 
buting high  quality  farm  supplies  Avhere  present  agencies  are  not 
furnishing  them  or  where  present  agencies  are  selling  at  exorbitant 
prices.  Often  local  agents  have  not  handled  as  high  quality  goods 
as  the  farmer  is  entitled  to  or  should  use.  This  applies  particularly 
to  fertilizers,  feeds  and  seeds.  Cooperative  associations  have  usually 
given  the  quality  of  product  first  consideration.  In  several  cases 
before  buying  these  supplies,  associations  have  secured  advice  from 
competent  authorities  concerning  the  merit  of  a  product  or  formula 
for  their  respective  localities.  Being  interested  primarily  in. service 
to  members  rather  than  in  profits,  it  is  only  natural  that  the  associa- 
tions should  do  so.  This  policy  has  resulted  in  the  creation  of  a 
demand  from  farmers  for  high  quality  feeds,  fertilizers  and  seeds. 

Cooperative  supply  associations  do  principally  a  cardoor  business, 
sell  for  cash,  and  carry  small  inventories,  therefore,  their  selling 
costs  are  low.   The  average  selling  expense  of  42  active  local  supply 
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associations  of  Pennsj^lvania  during  1925  amounted  to  4.3  per  cent  of 
sales — a  low  expense  ratio  for  retail  distributing  units. 


Farmer  Receiving  Fertilizer  Purchased  by  his  Cooperative  Supply 
Association,  at  Cardoor. 

Cardoor  distribution,  wliieh  eliminates  warehousing  and  hand- 
ling charges  and  cash  sales,  which  make  losses  negligible,  are  the 
chief  factors  in  the  low  selling  costs  of  these  organizations. 

Since  the  primary  function  of  supply  associations  is  to  render  the 
best  possible  service  to  members  at  minimum  cost,  the  advantages 
of  large  scale  buying  have  been  brought  to  the  attention  of  the  members 
by  the  various  organizations.  Farmers  are  urged  to  buy  feeds  upon 
monthly  requirements  in  ton  lots,  fertilizers  in  one  order  in  either 
spring  or  fall  and  seeds  in  big  quantities.  Thereby  cooperative  asso- 
ciations have  been  able  to  obtain  the  advantages  of  low  prices  through 
large  scale  purchases  and  every  farmer  wlio  buys  supplies  has  pro- 
fited directly  therefrom.  Because  of  the  lack  of  cash  or  credit  with 
which  to  pay  for  their  supplies  promptly  upon  delivery  many  farmers 
are  not  able  to  avail  themselves  of  the  savings  made  possible  by  co- 
operative purchasing.  However,  to  the  producer  who  is  able  to  pay 
for  his  supplies  in  cash  or  discountable  notes,  cooperative  buying  of 
supplies  will  give  a  quality  product  at  a  reasonable  price. 

Standardization  of  Products — Successful  cooperative  marketing 
organizations,  to  function  properly,  adopt  and  conform  to  definite 
standards  of  grading  in  the  disposal  of  their  products.  Where  such 
standards  are  not  already  established,  the  association  should  give  its 
attention  to  this  subject  and  attempt  to  work  out  satisfactory  stand- 
ards. Pennsylvania  cooperatives  have  done  some  valuable  work  in 
this  direction.   One  of  the  oldest  central  packing  houses  in  the  east, 
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the  Adams  County  Fruit  Packing-  and  Distributing  Company  of  Big- 
lerville,  Pa.,  was  among  the  first  organizations  in  this  state  to  adopt 
uniform  grades  and  packs  for  fruit.  Although  it  is  a  stock  company, 
this  organization  has  always  operated  as  a  farmers'  cooperative  or- 
ganization being  owned  and  operated  by  fruit  growers.  The  fruit 
of  each  grower  is  sorted,  graded  and  packed  in  the  company's  central 
packing  house  at  Biglerville  and  is  sold  by  grade.  So  rigid  has  been 
its  grading  and  so  uniform  its  packing  that  the  company  has 
attracted  buyers  from  many  cities.  The  reputation  for  quality,  which 
the  company  has  created,  assures  the  growers  of  an  extensive  market 
for  their  crops  and  also  insures  the  buyer  of  a  uniformly  good  pro- 
duct. 

Wool  grades  and  classes  were  virtually  unknown  by  Pennsylvania 
farmers  before  cooperative  wool  growers'  associations  were  formed, 
but  today  most  growers  know  the  wool  standards  and  the  average 
grade  of  Pennsylvania  wool  is  better  than  it  was  ten  years  ago.  In 
1919  two  cooperative  county  wool  pools  were  formed  in  McKean  and 
Lawrence  Counties.  These  organizations  designate  three  days  in 
the  year  for  the  delivery  of  the  crop  to  their  warehouses  and  each 
grower's  wool  is  graded  according  to  the  best  commercial  practise 
by  a  wool  specialist  from  Pennsylvania  State  College.  The  grower 
has  learned  which  is  high  grade  and  low  grade  wool.  The  associa- 
tions have  had  little  difficulty  in  securing  competitive  bids  from  the 
wool  merchants  or  woolen  mills  and  have  sold  their  crops  at  an  aver- 
age price  several  cents  per  pound  higher  than  the  farmer  had  formerly 
obtained  for  his  ungraded  product.  In  1925,  thirty-two  organiza- 
tions, including  the  three  chartered  associations  and  unincorporated 
pools,  sold  nearly  500,000  pounds  of  Pennsylvania  wool  principally 
by  grade. 

Cooperative  tobacco  packing  associations,  of  which  there  are  three 
in  Lancaster  County,  have  helped  in  standardization.  The  Mount 
Joy  Farm  Products  Company  which  has  packed  tobacco  for  its  mem- 
bers for  several  seasons,  grades  the  tobacco  for  each  grower  into 
various  classes  such  as  are  recognized  by  the  cigar  industry.  The 
farmer  has  been  able  to  see  his  tobacco  graded  and  has  become  fa- 
miliar with  the  difference  in  market  value  between  the  grades.  Before 
such  associations  came  into  existence  the  farmer  packed  very  little 
tobacco  himself  usually  selling  his  crop  in  the  shed. 

An  association  at  Williamsport  known  as  the  West  Branch  Co- 
operative Seed  Growers'  Association  was  formed  several  years  ago 
by  corn  growers  to  create  a  broader  market  for  their  seed  and  to 
bring  a  greater  return  to  the  grower.  The  association  started  busi- 
ness with  a  guarantee  of  a  90  per  cent  germination  in  all  of  its  seeds. 
Because  of  the  poor  crop  in  1924  it  reduced  its  guarantee  or  standard 
to  70  per  cent  germination.    The  returns  received  from  that  crop' 
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per  bushel  were  about  the  same  as  for  ordinary  corn  and  the  lowest 
ever  received  for  seed  since  the  organization  was  formed.  Since  that 
year,  the  members  have  restored  their  old  guarantee  of  90  per  cent 
germination  and  have  resolved  not  to  sell  any  seed  which  tests  lower, 
regardless  of  the  size  and  quality  of  the  crop. 

Improvement  of  Marketing  Methods — Many  improvements  in  the 
marketing  of  agricultural  products  can  be  made  by  cooperative  or- 
ganizations. Among  these  are  the  prevention  of  waste,  narrowing 
of  the  spread  between  the  price  Avhich  the  consumer  pays  and  the 
price  which  the  producer  receives,  the  lengthening  of  marketing 


Pasteurizing  Equipment  of  a  Cooperative  Milk  Distributing  Plant. 


periods  or  seasons  and  a  wider  distribution  of  the  product.  Many 
of  our  Pennsylvania  organizations  have  brought  about  such  improve- 
ments. 

At  Indiana,  Pa.,  the  county  seat  of  Indiana  County,  the  center  of 
a  soft  coal  mining  district  and  a  city  of  approximately  7500  popula- 
tion, the  milk  distributive  system  was  very  unsatisfactory  before 
the  advent  of  the  Indiana  Cooperative  Dairy  Company,  Individual 
farmers  sold  their  milk  at  retail  and  competed  strenuously  with  each 
other.  Frequently  four  or  five  wagons  would  cover  the  same  route. 
Some  delivered  clean  milk,  others  did  not.  In  no  case  was  the  milk 
pasteurized.  More  milk  was  offered  for  sale  in  liquid  form  than  the 
city  could  consume  during  the  high  production  months  and  market 
conditions  were  frequently  chaotic. 

In  1923  a  group  of  milk  producers  organized  the  Indiana  Coopera- 
tive Dairy  Company  and  erected  a  pasteurizing  and  bottling  plant. 
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Several  of  the  farmers  who  formerly  sold  their  milk  at  retail  joined 
this  organization  and  only  men  who  produced  clean  milk  Avere  ad- 
mitted to  membership.  Much  of  the  needless  overlapping  of  milk 
routes  was  eliminated  and  three  delivery  wagons  now  handle  the  busi- 
ness formerly  covered  by  a  dozen  or  more  individuals.  In  1925,  each 
member  was  required  to  have  his  herd  tuberculin  tested  and  no  new 
members  have  been  admitted  since,  unless  their  herds  have  been  so 
tested.  The  association  sells  over  50  per  cent  of  the  milk  used  in 
Indiana  and  disposes  of  its  surplus  in  the  form  of  cream  to  ice  cream 
plants  or  as  butter.  It  has  given  the  people  of  Indiana  pure,  clean 
milk  and  a  more  even  supply  throughout  the  year.  The  trade  of  the 
association  is  constantly  growing  because  the  public  is  aware  of 
the  good  quality  of  the  milk  it  sells. 

Fruit  growers  have  found  it  advantageous  to  pack  and  grade  their 
fruit  in  a  central  packing  house  and  most  fruit  marketing  associa- 
tions are  buUt  around  a  packing  plant.  By  using  a  central  packing 
house  they  have  found  that  grading  will  be  more  uniform,  that  pack- 
ers are  more  expert  and  efficient  than  packers  on  each  individual 
farm  can  be,  that  Avider  use  can  be  made  of  labor  saving  machinery 
and  that  standardization  is  made  easier.  The  Mount  Parnell  Coopera- 
tive Frviit  Association  of  St.  Thomas,  Pa.,  has  found  that  its  central 
packing  house  maintained  such  uniformity  of  grade  and  pack  that 
its  market  is  steadily  groAving.  A  central  packing  house  usually 
provides  a  group  of  groAvers  with  the  same  facilities,  such  as  similar 
packages,  labels  and  trademarks,  Avhich  are  big  aids  in  the  extension 
and  creation  of  a  market,  providing  a  good  product  is  packed. 


Farmers'  Central  Packing;^  House  at  Biglerville.  Cold  Storage  Plant  in  Rea^. 


14 


The  Crawford  Coun-ty  Cooperative  Dairy  Improvement  and  Sales 
Association  has  created  an  extensive  market  throughout  Pennsyl- 
vania for  Crawford  County  dairy  cattle  by  exhibiting  pure  bred 
cows  and  bulls  at  dairy  shows,  county  fairs,  etc.  and  advertising 
in  farm  papers.  During  the  eleven  months  from  October  1924  until 
September  1925  the  association  sold  twenty-five  carloads  of  cattle. 
These  were  shipped  principally  to  eastern  Pennsylvania  counties. 
The  cost  to  the  dairyman  selling  through  the  association  has  been  a 
nominal  one— only  5  per  cent  of  the  sales  price,  and  a  profitable  out- 
let for  Crawford  County  pure  bred  dairy  cattle  has  been  found.  Had 
each  dairy  cattle  breeder  been  obliged  to  find  a  market  individually, 
the  cost  would  have  undoubtedly  been  much  higher  and  the  market 
for  his  cattle  much  more  limited  than  the  one  created  by  the  associa- 
tion. 

Provision  of  Warehouse  Facilities— In  order  to  bring  about  more 
even  distribution,  which  is  one  of  the  fundamental  objects  of  co- 
operative marketing,  associations  find  it  neccessary  to  provide  stor- 
age facilities  for  a  considerable  portion  of  the  crops  handled.  This 
enables  the  organization  to  extend  the  period  of  time  over  which  its 
product  can  be  sold  and  thus  eliminates  the  necessity  for  dumping 
the  product  on  the  market  at  harvest  time  when  supplies  are  great- 
est. 

The  Potter  County  Cooperative  Potato  Growers'  Association  of 
Coudersport,  Pa.,  early  in  its  history  acquired  a  potato  warehouse 
for  the  storage  of  seed  potatoes  for  its  members.  A  tobacco  pack- 
ing association— the  Mountville  Cooperative  Association,  Mount- 
ville,  Pa.,— has  acquired  storage  space  to  enable  its  members  to  store 
their  tobacco,  if  they  wish  to  hold  portions  of  their  crops  until  they 
can  be  sold  to  better  ;ulv;uitage.    The  Adams  County  Fruit  Packing 


Farmers'  Cold  Storage  Warehouse  used  Principally  for  Apple  Storage. 
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and  Distributing  Company  at  Biglerville  through  its  afflliated  stor- 
age company  has  provided  a  warehouse  for  apples  adjoining  its 
packing  house.  It  is  thereby  able  to  inspect  and  examine  all  of  its 
fruit  before  it  is  shipped  to  its  customers  and  thus  make  sure  that  the 
product  goes  forth  in  good  condition. 

Transportation — The  use  of  the  motor  truck,  obtaining  adequate 
car  supplies  and  equitable  freight  rates  are  prol)lems  whicli  every 


Hauling  Asparagus  to  New  York  City  Market  by  Truck — Made  Possible 
by  Cooperation  among  Growers. 


business  must  consider.  Some  of  our  Pennsylvania  cooperatives 
have  done  much  to  improve  the  transport  facilities  for  their  members. 
The  Penns  Manor  Cooperative  Association  of  Tullytown,  Pa.,  an 
organization  of  asparagus  growers  in  Bucks  County,  has  made  ex- 
tensive use  of  motor  trucks  in  hauling  its  products  to  its  selected 
sales  agents  in  the  New;  York  City  market.  The  association  charters 
motor  trucks  to  haul  asparagus  for  its  members  during  the  cutting 
season.  It  found  this  method  cheaper  than  shipping  by  rail.  The 
use  of  the  motor  truck  also  eliminated  much  rehandling,  since  the 
truck  goes  direct  from  the  farm  to  the  dealer's  store  in  the  city. 
Consequently  the  product  arrived  in  New  York  City  in  better  con- 
dition than  it  did  by  rail. 

The  Dairymen's  Cooperative  Sales  Company  of  Pittsburgh  uses 
the  motor  truck  extensively  where  milk  dealers  make  no  provision 
for  hauling  milk  to  the  receiving  plants.  At  the  present  time  it  has 
34  regular  truck  routes  along  state  highways  to  gather  milk  from 
the  members'  farm  platform  and  deliver  it  to  the  milk  plants  in 
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Pittsburgh  and  suburbs.  lu  addition  the  organization  has  about 
150  truck  routes  to  country  shipping  stations  and  other  markets. 
This  method  of  shipment  is  cheaper  than  by  rail  and  saves  much 
time  for  the  producer  since  it  is  no  longer  necessary  for  him  to  haul 
his  milk  to  the  railroad  siding  or  station.  It  also  extends  the  farm- 
er's milk  market  as  farmers  who  were  formerly  too  far  from  the 
railroad  to  ship  their  milk  are  now  able  to  sell  in  terminal  markets. 

The  Keystone  Cooperative  Grape  Association  has  been  an  impor- 
tant factor  in  obtaining  an  adequate  supply  of  refrigerator  cars  and 
equitablei  freight  rates  for  Pennsylvania  grape  growers.  On  one 
occasion,  an  unreasonable  demand  by  California  grape  growers  for 
the  diversion  of  all  available  refrigerator  cars  to  the  Pacific  Coast, 
during  the  grape  marketing  season,  was  not  granted,  because  of  the 
prompt  protest  of  this  association.  It  demanded  and  secured  a 
sufficient  number  of  refrigerator  cars  to  handle  the  crop  of  eastern 
grape  growers. 

In  1924  and  twice  subsequently  California  grape  growers  demanded 
lower  freight  rates  on  their  grapes,  but  the  Keystone  Cooperative 
Grape  Association  in  conjunction  with  New  York  cooperative  grape 
associations  sent  a  representative  to  the  rate  hearings  to  object  to 
any  reduction  in  the  California  tariff  unless  the  rate  on  eastern 
grapes  was  correspondingly  reduced.  No  reductions  were  granted  to 
grape  growers  of  any  locality  after  the  hearings,  but  had  eastern 
growers  not  beten  represented  it  is  probable  that  the  California  grow- 
ers might  have  received  loAver  rates  from  their  state  and  thus  been 
accorded  preferential  treatment  over  eastern  growers. 

Development  of  Markets— The  development  of  markets  is  perhaps 
the  major  problem  of  operation  in  cooperative  marketing.  Intelligent 
and  constructive  advertising  combined  with  direct  solicitation  of 
buyers  by  salesmen  are  the  most  effective  means  of  securing  new 
markets. 

The  advertising  of  milk  by  the  Philadelphia  and  Pittsburgh  Dairy 
Councils  has  brought  about  a  satisfactory  increase  in  the  consump- 
tion of  fluid  milk.  The  Dairy  Councils  are  important  both  as  adver- 
tising agencies  and  builders  of  good  will.  They  send  representatives 
to  public  schools  and  private  schools,  to  nutrition  classes  and  health 
improvement  agencies  for  the  purpose  of  demonstrating  the  food 
value  of  milk,  its  healthfulness  and  its  place  in  the  diet.  They  print 
posters  and  pamphlets  Avhich  stress  the  importance  of  milk  in  human 
welfare,  they  advertise  milk  in  newspapers  and  magazines,  they  give 
plays  and  playlets  which  emphasize  the  value  of  milk,  and  they  show 
motion  pictures  to  demonstrate  the  improvements  which  have  taken 
place  in  the  production  and  distribution  of  milk.  The  cleanliness 
of  jnodern  productive  and  distributive  inethods  and  the  constant 
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A  Tsrpical  Dairy  Council  Poster. 

improvement  in  the  quality  of  milk  are  emphasized  in  Council  litera- 
ture, iveedless  to  say,  such  constructive  publicity  work  has  paid 
big  returns  to  the  dairy  industry. 

Until  the  West  Branch  Cooperative  Seed  Growers'  Association 
came  into  existence  Lycoming  County  seed  corn  was  practically  un- 
known outside  the  county.  This  association  sent  out  circulars  to 
county  agents  and  agricultural  leaders  in  Pennsylvania,  New  York, 
the  New  England  States  and  other  districts  which  told  of  the  quality 
of  its  seed  corn  and  its  guaranteed  germinating  qualities.  Soon  an  ex- 
tensive and  profitable  market  was  created.  The  poor  corn  crop  of 
1924  and  the  low  percentage  guarantee  of  germination  offered  in 
that  year  nearly  destroyed  this  market,  however,  and  demonstrated 
that  advertising  to  be  productive  must  be  supported  by  a  high  quality 
product. 

The  Fruit  Growers'  Cooperative  Association  of  West  Chester,  which 
has  developed  an  excellent  market  in  small  local  centers,  owes 
much  to  its  advertising  Avork.  This  association  has  distributed 
among  its  retail  distributors,  for  distribution  to  the  consumers,  thou- 
sands of  small  booklets,  containing  many  useful  recipes  for  the 
preparation  of  appetizing  dishes  from  apples.  It  has  prepared 
attractive  colored  posters  advertising  West  Chester  fruit  and  distri- 
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buted  these  among  its  retail  store  patrons  and  in  addition  lias  de- 
veloped a  distinctive  trade-mark  which  is  placed  on  all  of  its  pack- 
ages. Of  course,  its  retail  store  business  has  been  secured  chiefly 
by  direct  solicitation  through  the  association's  manager  and  sales- 
men, but  many  new  patrons  are  traceable  directly  to  the  advertising 
work  of  the  organization.  ^ 

The  value  of  the  direct  personal  solicitation  of  business  is  demon- 
strated very  clearly  by  the  Keystone  Cooperative  Grape  Association. 
Before  the  organization  was  formed  Pennsylvania  grapes  were  sold 
chiefly  in  a  few  large  eastern  markets,  but  the  association  now  sells 
grapes  in  more  than  125  markets  scattered  over  thirteen  states.  More 
than  nine-tenths  of  the  crop  is  sold  f.o.b.  at  the  association's  head- 
quarters and  only  .a  small  portion  is  shipped  on  consignment.  This 
market  has  been  created  principally  through  the  direct  solicitation 
of  buyers  by  the  association's  manager,  who  spends  six  weeks  every 
year  in  making  personal  calls  upon  the  old  buyers  and  interviewing 
prospective  new  buyers.  The  smaller  city  markets  have  been  found 
to  be  more  profitable  than  the  larger  markets  and,  therefore,  the 
management  continually  is  seeking  for  more  small  cities  as  market 
outlets. 

Pooling  Market  Risks — Pooling  of  products  and  risks  by  a  co- 
operative marketing  association  aids  in  the  stabilization  of  its  parti- 
cular branch  of  the  agricultural  industry.  Prices  for  similar  grades 
and  the  credit  risks  of  each  producer  are  thrown  into  a  common 
fund,  so  that  Ioav  prices  in  one  market  are  raised  by  higher  prices  in 
another  and  losses  due  to  failure  or  bankruptcies  of  dealers  are 
spread  over  the  entire  membership.  In  this  way,  the  producers  are 
relieved  of  maximum  business  risks  and  suffer  only  a  minimum  of 
loss.  Pooling  eliminates  disparity  between  prices  of  like  quality 
products  produced  on  different  farms  in  the  same  district. 

The  Dairymen's  League  milk  pooling  plan  has  stabilized  to  a  great 
extent  the  price  for  milk  in  its  territory  and  prices  to  producers, 
located  in  one  district,  for  the  same  grade  of  milk  are  uniform.  Pool- 
ing cannot  prevent  prices  from  falling  when  the  milk  supply  exceeds 
the  demand  nor  from  rising  when  demand  surpasses  the  supply,  but 
under  such  an  arrangement  price  changes  take  place  gradually, 
whereas,  formerly  when  each  producer  marketed  his  milk  individ- 
ually price  changes  occurred  rapidly  and  violently.  The  League  plan 
also  protects  the  farmer  against  heavy  loss  through  the  failure  of  a 
milk  dealer,  as  all  losses  from  this  source  are  absorbed  by  the  entire 
membership. 

Fruit  pools,  if  intelligently  managed,  can  render  very  efficient 
service.  As  everyone  knows,  fruits  like  peaches,  grapes  and  straw- 
berries are  highly  perishable  commodities,  which  must  be  sold 
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promptly  when  they  ripeu  or  they  will  be  a  total  loss.  Dumping  these 
perishables  in  a  few  markets  which  may  ali-eady  be  well  supplied 
is  one  of  the  results  of  individual  marketing.  The  Keystone  Coopera- 
tive Grape  Association  has  been  very  successful  in  the  operation  of 
its  grape  pool  by  avoiding  the  old  practise  of  dumping  Pennsylvania 
grapes  in  a  few  well-supplied  eastern  markets.   The  losses  sustained 
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through  the  unfavorable  sale  of  a  shipment  in  one  market  are  ab- 
sorbed by  more  favorable  sales  in  other  markets,  so  the  individual 
grower  who  is  a  member  of  the  pool  does  not  suffer  so  severely  as  he 
would  if  he  Avere  selling  alone. 

The  "feed  pools''  which  operate  in  this  state  have  done  much  to 
stabilize  feed  prices  in  the  dairy  and  poultry  industry.  Under  the 
"pool"  arrangement  many  farmers  agree  to  buy  their  feeds,  through 
their  cooperative  organizations,  for  ninety  days  or  six  months  ahead 
on  a  monthly  quota  basis  at  a  fixed  price.  Mills  are  thus  enabled  to 
gauge  and  cover  their  market  requirements  by  "futures"  contracts 
and  the  farmer  is  relieved  from  price  uncertainties.  Being  assured 
of  a  market  for  several  months  ahead,  feed  mills  can  afford  to  oper- 
ate on  a  closer  margin  than  formerly  and  the  farmer  secures  his 
feed  more  cheaply  than  if  he  bought  individually.  The  Cooperative 
Grange  League  Federation  Exchange  of  Ithaca,  N.  Y.  operates  an  ex- 
tensive pool  among  farmers  in  the  northern  tier  and  western  counties 
of  Pennsylvania.    In  the  eastern  part  of  the  state  several  pools  are 
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'eOncluctecl  by  local  or  county  purchasing  associations  through  poll- 
ing contracts  with  mills. 

Obtain  Representation  in  Price  Determination — As  an  individual 
the  farmer  is  able  to  exert  little  influence  in  determining  prices  and 
usually  must  accept  the  price  offered  him  or  go  without  a  market  for 
his  product.  This  was  especially  true  of  the  milk  producer  in  the 
old  days  before  he  became  a  member  of  his  own  marketing  organiza- 
tion. Because  of  the  ineffectiveness  of  his  lone  voice,  the  milk  dealer 
frequently  was  able  to  buy  his  milk  from  the  farmer  at  a  much  lower 
price  than  the  producer  should  have  received.  Organization  has 
given 'the 'milk  producer  a  real  voice  in  price  making,  and  prices  for 
Fmilk  are  now  agreed  upon  in  joint  conferences  between  representa- 
tives of  the  farmers  and  representatives  of  the  dealers.  In  Pitts- 
burgh, representatives  of  the  consumers  also  participate  in  the  con- 
ferences. The  Interstate  Milk  Producers'  Association  of  Philadelphia 
and  the  Dairymen's  Cooperative  Sales  Company  of  Pittsburgh  were 
formed  for  the  purpose  of  obtaining  some  voice  for  thfe  dairyman  in 
the  making  of  milk  prices  and  they  function  etfectively  as  collective 
bargaining  associations.  Consequently  the  dairyman  receives  a  more 
equitable  share  of  the  consumer's  dollar  than  he  formerly  got.  These 
organizations  also  check  the  dealers'  milk  tests  to  see  that  the  pro- 
ducer receives  honest  weight  and  accurate  butterfat  tests.  This  pre- 
vents dishonesty,  reduces  inaccuracies  to  a  minimum  and  assures  the 
producer  of  a  "square  deal." 

Before  Pennsylvania  grape  growers  organized  their  "Keystone" 
pool,  the  price  paid  for  juice  grapes  was  fixed  without  consulting 
the  shippers,  and  the  grower  had  no  voice  in  price  making.  But  the 
unorganized  grower  had  no  alternative  other  than  that  of  signing  the 
contract  if  he  desired  to  have  a  sure  market  for  his  crop.  However, 
since  the  grower  has  formed  his  own  marketing  association,  the  grape- 
juice  manufacturers  have  written  into  their  contracts  an  agreement 
to  pay  the  market  price  for  the  grower's  crop,  unless  the  market  price 
exceeds  the  point  at  which  they  can  market  juice  at  a  profit.  If 
the  market  price  goes  beyond  the  maximum  limit  expressed  in  the 
contract,  the  manufacturer  is  not  obliged  to  take  the  grapes  which 
have  been  contracted  for,  but  he  must  furnish  the  grower  with  market- 
ing baskets  for  such  portion  of  the  crop  that  he  decides  not  to  accept. 
The  grower  agrees  to  pay  the  market  price  for  the  baskets. 

Increasing  Returns  to  the  Producer — Frequently  organizers  in 
tbeir  zeal  to  successfully  organize  an  association  over-emphasize 
the  importance  of  increased  returns  to  the  producer  by  cooperation 
and  promise  more  than  can  possibly  be  obtained.  However,  coopera- 
tion has  increased  returns  to  the  farmer  in  Pennsylvania.  The  spread 
between  the  price  which  the  consumer  pays  and  the  price  which  the 


"producer  receives  has  gradually  decreased  since  the  'BaiEymeii's  Co- 
operative Sales  Company  has  been  in  operation  in  Pittsburgh.  The 
accompanying  chart  shows  the  percentage  of  the  rretail  price,  which 


PERCENTAGE  OF  AVERAGE  RETAIL  PRICE  OF  MILK  WHICH  IS 
RECEIVED  BY  THE  PRODUCER  IN  ;PITTSBURGH  TERRITORY 

'Per  ^ 


The  retail  price  which  was  used  in  this  chart  was  the  average 
yearly  price  of  milk  delivered  in  bottles  at  the  consumer's  door.  War 
years,  1916  to  1920,  eliminated  because  of  abnormal  economic  condi- 
tions. 


the  farmer  supplying  milk  to  Pittsburgh  received  before  the  war  and 
before  the  Dairymen's  Cooperative  Sales  Company  was  organized, 
and  the  percentage  which  he  has  received  since  the  war.  The  pre-war 
percentages  include  a  smaller  proportion  of  manufacturing  milk 
than  the  post-war  percentages,  so  the  increase  is  really  greater  than 
the  chart  shows,  but  since  fluid  milk  prices  as  distinguished  from 
all  milk  prices  are  available  only  for  the  years  from  1922  to  date,  it 
was  necessary  to  use  the  price  paid  to  the  farmer  for  all  milk. 

The  Keystone  Cooperative  Grape  Association  has  carried  the  grape 
industry  of  this  state  from  a  condition  of  frequent  chaos  which  ex- 
isted in  the  days  of  unorganized  marketing  to  a  state  of  profit  through 
organized  selling.  The  best  proof  of  the  increased  returns  to  the 
producer  is  the  constant  growth  in  the  membership  of  this  associa- 
tion. At  the  close  of  1925,  the  organization  had  322  members  com- 
pared with  250  members  at  the  beginning  of  that  year.  Approxi- 
mately 65  per  cent  of  the  entire  grape  crop  of  Pennsylvania  was 
marketed  by  the  association  in  1925  whereas  in  1922  it  sold  only  about 
25  per  cent  of  the  crop.    Since  the  beginning  of  tlie  organization, 
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withdrawals  of  members  have  been  confined  almost  entirely  to  grow- 
ers who  have  sold  their  farms  or  discontinued  grape  culture. 

Finance. 

Financing  a  cooperative  association  is  a  project  of  magnitude 
for  every  organization  and  upon  the  methods  adopted  depends 
to  a  great  degree  the  successful  operation  of  the  enterprise. 
Practically  all  of  the  organizations  incorporated  before  the  passage 
of  the  Act  of  1919  were  chartered  under  the  general  corporation  laws 
of  this  or  other  states.  They  have  employed  the  general  methods  of 
corporate  finance,  namely,  bonds,  preferred  stock  and  common  stock. 
However,  most  of  the  stock  cooperatives  are  farmer-owned  or  con- 
trolled, that  is,  the  voting  shares  (usually  common  stock)  are  owned 
by  active  producers. 

Associations  incorporated  under  the  Act  of  1919  are  not  permitted 
to  issue  capital  stock  and  therefore  new  forms  of  corporate  finance 
have  been  evolved  for  these  organizations. 

Two  kinds  of  finance  are  needed  and  used  by  Pennsylvania  non- 
stock cooperatives;  namely,  long-time  and  short-time.  Cooperative 
milk  plants  which  must  have  real  estate,  buildings,  machinery  and 
delivery  equipment  require  a  large  amount  of  capital  and  need  long- 


Certificate  of  Indebtedness 
flOO.OO  No.  1001 

Morrison's  Cove 

Co-operative  Agricultural  Association 

Altoona,  Pennsylvania 

Altoona,  Pa.,  19  

This  Certifies  That,  Morrison's  Cove  Co-operative  Agri- 
cultural Asso.,  chartered  under  the  Act  of  June  12,  1919,  is 

indebted  to  in  the  sum  of 

$100.00,  payable  the  day  of  19. . . ., 

and  bearing  interest  at  the  rate  of  6%  per  annum  from  the 
date  hereof.  The  option  is  expressly  reserved  to  the  Morrison's 
Cove  Co-operative  Agricultural  Asso.  to  redeem  the  Certificate 
of  indebtedness,  at  any  time,  at  its  option,  upon  paying  face 
or  principal  sum  hereof,  together  Avith  all  interest  accrued 
thereon. 

Morrison's  Cove  Co-operative  Agricultural  Association 

 ..(SEAL) 

President  , 

 (SEAL) 

'  Secretary-Treasurer 
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time  credit.  Associations  that  sell  supplies  to  farmers  have  short- 
time  financing  problems. 

Long-time  Finance — Two  favorite  ways  of  obtaining  money  for 
long  periods  of  time  are  by  issuance  of  (1)  Certificates  of  Indebted- 
ness and  (2)  Mortgages.  Certificates  of  Indebtedness  are  merely 
written  evidences  of  the  indebtedness  of  the  association  to  a  member 
for  a  certain  sum  of  money.  These  certificates  fall  due  and  are  pay- 
able upon  the  date  stated  upon  the  face  thereof  and  usually  bear  6 
per  cent  interest.  The  certificates  are  bought  by  the  members  and 
usually  the  by-laws  of  the  association  provide  that  the  member  must 
buy  certificates  in  direct  ratio  to  the  volume  of  produce  that  the 
organization  sells  for  him.  A  member  may  buy  his  certificates  by 
making  cash  payment  therefor,  or  as  is  most  frequently  done,  may 
pay  for  them  in  installments,  wJiich  take  the  foi'm  of  systematic 
deductions  from  checks  for  products  marketed  by  the  association 
for  the  producer.  In  this  way,  the  producer  finances  his  own  associa- 
tion. 

Redemption  of  the  certificates  of  indebtedness  is  provided  for  in 
two  general  ways:  (1)  The  "rotating  plan"  and  (2)  straight  sink- 
ing fund.  The  rotating  plan  has  been  adopted  and  carried  out  very 
satisfactorily  by  the  Dairymen's  League  Cooperative  Association. 
The  League  member  is  required  to  buy  certificates  in  an  amount 
proportionate  to  his  milk  deliveries  to  the  association.  These  certi- 
ficates mature  in  five  years  and  bear  6  per  cent  interest.  The  member 
pays  for  them  in  regular  installments  which  are  deducted  from 
the  monthly  milk  check.  The  series  of  certificates  are  so  issued  that 
nearly  the  same  amounts  mature  each  year.  As  each  series  matures  a 
new  series  is  issued  to  replace  it,  and  the  old  series  is  paid  off  by  use 
of  the  special  redemption  fund  which  has  been  created  by  the  monthly 
deductions  from  the  member's  milk  check.  In  this  way,  old  members 
who  have  withdrawn  from  active  milk  production  receive  cash  for 
their  capital  investment.  Likewise  members  who  withdraw  are 
reimbursed  for  their  certificates  when  they  mature  and  active  milk 
producers  who  sell  through  the  League  receive  a  fair  return  on  the 
capital  which  they  have  placed  in  their  business.  The  capital  assets 
of  the  League  more  than  equal  the  face  value  of  its  certificates. 

Another  method  that  is  noti  so  extensively  used  nor  offers  the  ease 
of  redemption  which  the  rotating  yilan  presents,  is  the  straight 
issuance  of  certificates  for  a  definite  period  of  time  without  regard  to 
maturity  in  'equal  annual  amounts.  This  method  has  the  disadvant- 
age of  subjecting  the  association  to  irregular  and  heavy  refinancing 
periods.  The  indebtedness  of  the  organization  all  falls  due  in  a  lump 
and  unless  a  special  redemption  or  sinking  fund  has  been  systematic- 
9Xlj  accumulated  to  care  for  the  debt  when  due,  the  organization  may 
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face  a  period  of  extreme  financial  liazard.  One  of  our  local  milk 
marketing  organizations  faced  this  very  difficulty  in  1925.  This  or- 
ganization had  issued  long  term  promissory  notes  to  its  members  in 
place  of  certificates  of  indebtedness  and  its  board  of  directors  had 
provided  no  sinking  fund  to  pay  for  these  notes,  when  they  fell  due. 
Most  of  the  notes  matured  in  December,  1925,  and  the  association 
was  forced  to  renew  them  until  a  new  p'ei-manent  financing  plan 
could  be  put  into  operation.  Fortunately  the  membership  unani- 
mously agreed  to  renew  the  notes.  The  directors,  however,  saw  what 
might  occur  were  the  organization  handicapped  with  some  dis- 
gruntled members  and  adopted  the  "rotating  plan"  for  issuing  cer- 
tificates of  indebtedness.  This  plan  was  favorably  voted  upon  by  the 
members  and  put  into  operation  early  in  1926. 

Frequently  the  capital  needs  of  an  organization  are  greater  than 
the  members  can  supply.  In  this  case,  real  estate  and  buildings  can 
be  acquired  through  obtaining  mortgage  loans  from  sources  outside 
of  the  membership.  Mortgage  loans  are  either  made  for  a  stipulated 
number  of  years  when  the  loans  in  their  entirety  fall  due  or  are 
made  upon  the  installment  repayment  basis  so  that  at  the  end  of  a 
stipulated  time  they  are  liquidated.  The  latter  form  of  loan  usually 
stipulates  the  amount  which  the  mortgagor  must  pay  on  each  in- 
stallment date  upon  the  principal  sum  and  also  the  interest  due  on 
that  date.  Of  the  two  forms  the  latter  is  perhaps  the  most  satisfac- 
tory for  an  association,  because  the  sinking  fund  requirements  are 
computed  accurately  in  advance  and  the  directors  must  make  pro- 
vision to  meet  them.  In  due  time,  the  property  will  be  owned  in 
entirety  by  the  association  and  each  member,  as  part  of  the  associa- 
tion, will  be  part  owner  of  the  plant.  Financing  by  certificates  of 
indebtedness  is  undoubtedly  the  best  practise  for  cooperative  associa- 
tions to  follow,  as  then  the  members  always  hold  control  of  their 
business;  but  a  mortgage  loan  with  proper  sinking  fund  and 
amortization  provisions  will  help  tide  organizations  over  their  early 
years  of  existence. 

Short-time  Finance — Farmers  supply  organizations  which  in  most 
cases  require  capital  for  a  short  time  only,  are  able  to  procure  their 
requirements  at  local  banks  by  the  use  of  the  membership  note  as 
collateral  security  for  the  loan.  The  membership  note  is  merely  a 
promissory  note  given  to  the  association  by  the  member  whereby  be 
agrees  unconditionally  to  pay  the  association  a  certain  sum  of  money. 
This  note  contains  no  time  limit  and  in  case  of  need  becomes  payable 
upon  demand.  The  notes  are  endorsed  by  the  association  through 
its  proper  officers  and,  when  a  loan  is  negotiated  at  the  bank,  are 
deposited  with  the  bank  as  security. 

The  Keystone  Cooperative  Grape  Association  makes  extensive  use 
of  notes  in  its  short-time  credit  needs.   In  addition  to  selling  grapes 
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for  its  members,  the  association  does  a  very  big  business  in  farm 
supplies,  principally  fertilizers,  lime,  spray  materials  and  baskets. 
It  operates  its  own  basket  factory  in  order  to  provide  a  good  quality 
of  containers  for  its  members.    This  plant  must  be  kept  in  steady 


Basket  Factory  and  Packing  House  of  Keystone  Cooperative  Grape 

Association. 


operation  throughout  the  year  to  be  economical  and  members  are 
encouraged  through  the  establishment  of  a  sliding  price  scale,  which 
increases  as  the  harvest  approaches,  to  take  their  deliveries  as  the 
baskets  are  finished.  At  the  time  of  delivery  the  member  pays  cash 
or  dves  the  association  his  note,  which  bears  interest  and  falls  due 
during  or  immediately  after  grape  harvest,  for  the  baskets  which  he 
receives.  Such  notes  are  deposited  with  the  banks  by  the  associa- 
tion as  security  for  loans  and  are  paid  through  a  deduction  made 
by  the  association  from  the  member's  grape  check.  In  this  way  the 
basket  factory  is  kept  in  constant  operation  with  a  relatively  small 
capital  investment. 

As  most  supplies  are  bought  on  sight  draft,  the  Keystone  associa- 
tion must  borrow  money  at  the  bank  to  pay  for  these  until  the  ma- 
terials have  been  paid  for  by  tlie  members.  As  collateral  security 
for  loans,  the  association  deposits  with  the  banks  its  membership 
notes  which  are  obtained  from  each  member.  Besides  paying  a 
membership  fee,  the  member  must  give  the  association  his  promissory 
note  for  i*25.00  plus  SIO.OO  for  each  acre  of  grapes  which  he  has 
agreed  to  market  through  it.  Associations  selling  supplies  only, 
generally  use  a  similar  promissory  note  of  §50.00,  -1^100.00  or  $200.00 
from  each  naember  for  collateral  security  purposes, 


26 


Marketing  associations  which  handle  staple  commodities  on  a 
seasonal  pool  basis,  must  have  funds  to  make  initial  payments  to 
members,  as  few  farmers  are  financially  able  to  wait  for  their  returns 
until  all  of  the  pools  are  sold.  For  this  purpose,  the  warehouse  re- 
ceipt was  devised  as  a  collateral  security  pledge  to  be  given  to  the 
banks  for  short-time  loans.  The  warehouse  receipt  certifies  that  a 
specified  amount  of  a  particular  grade  of  an  agricultural  commodity 
has  been  stored  in  a  named  warehouse.  If  this  warehouse  is  regis- 
tered as  a  United  States  warehouse,  the  warehouse  operator  is  not 
permitted  to  issue  a  receipt  for  any  commodity  until  that  particular 
commodity  is  received  at  the  warehouse  and  is  not  permitted  to  let 
the  commodity  go  from  his  warehouse  until  the  receipt  is  in  his  hands. 
Few  Pennsylvania  organizations  use  the  warehouse  receipt,  but  the 
Mercer  County  Cooperative  Wool  Growers'  Association  uses  this 
form  of  collateral  to  some  extent.  Through  arrangements  with  local 
banks  its  members  can  borrow  money  upon  the  receipt  that  the 
association  issues  for  the  wool  delivered  by  the  member  to  its  ware- 
house. This  receipt  states  the  number  of  pounds  of  each  grade  of 
wool  which  was  delivered.  The  bank  which  accepts  the  receipt  as  a 
basis  for  a  loan  notifies  the  association  that  it  has  granted  a  loan 
to  the  member  and  when  the  wool  is  sold  the  association  deducts 
the  sum  due  the  bank  from  the  amount  due  the  member  for  his  wool 
and  liquidates  his  obligation. 

Distribution  of  Benefits — Since  a  cooperative  association  is  defined 
under  the  Act  of  1919  as  a  non-profit  organization,  it  is  primarily  a 
service  organization  but  in  practical  operation  it  is  advisable  for  the 
directorate  to  allow  a  sufficient  margin  on  its  business  to  produce 
a  surplus  at  the  end  of  the  year.  Lack  of  adequate  working  capital 
handicaps  many  associations  in  the  beginning,  making  it  necessary 
to  borrow  money  at  the  banks  for  such  purposes.  It  was  supposed 
by  some  that  the  small  membership  fee  charged  by  an  organization 
would  provide  adequate  working  capital  but  usually  such  funds  have 
been  woefully  short  of  the  requirements.  Therefore,  many  organ- 
izations have  adopted  a  definite  policy  of  providing  working  capital 
from  their  earnings.  Usually  this  policy  has  led  to  the  addition  of 
all  earnings  to  reserves  until  they  have  attained  the  size  necessary  for 
the  needs  of  the  business.  The  Luzerne  County  Cooperative  Associa- 
tion at  Wilkes-Barre,  Pa.,  which  has  been  in  business  about  six 
years  has  adopted  this  policy.  With  the  exception  of  one  year  when 
a  patronage  dividend  was  declared,  all  of  its  earnings  have  been 
added  to  reserves.  In  this  manner  the  efficiency,  permanence  and 
stability  of  the  cooperative  has  been  increased. 

All  earnings  above  the  necessary  amounts  for  expenses  of  operation 
and  reserve  fund  requirements  should  be  returned  to  the  members. 


27 


Such  returns  are  knoAvn  as  patronage  dividends  and  are  paid  to  the 
members  pro  rata  according  to  the  amount  of  business  transacted 
with  the  association  during  the  year.  The  Cooperative  Commodity 
Division  of  the  Lancaster  County  Farm  Bureau,  a  supply  associa- 
tion, followed  an  excellent  business  policy  in  its  first  year  of  opera- 
tion. It  adopted  a  policy  of  allowing  a  liberal  'margin  of  profit  on 
the  products  Avhich  it  sold,  so  it  Avas  able  to  earn  a  substantial  net 
margin.  After  setting  aside  a  fair  sum  for  reserves,  it  returned  a 
dividend  to  its  patrons.  Too  many  associations  have  tried  to  sell  on 
too  narrow  a  margin  and  have  often  closed  their  first  year  of  opera- 
tion with  a  large  deficit.  In  many  of  such  cases  wiping  out  the 
deficits  has  been  a  slow  process,  because  patrons  were  led  to  expect 
too  much  in  price  advantage  during  the  first  year  of  operation. 
HoAvever,  most  associations  in  Pennsylvania  are  correcting  their 
early  mistakes  and  at  the  close  of  1925  practically  all  deficits  had 
disappeared. 

HOW  THESE  ACCOMPLISHMENTS  WERE  ACHIEVED 

The  achievements  of  farmers'  cooperative  associations,  Avhich  have 
been  enumerated  in  previous  paragraphs,  Avere,  in  general,  the  results 
of  a  well  conceived  business  plan,  proper  financing,  capable  manage- 
ment and  intelligent  educational  effort.  A  Avell  conceived  business 
plan  defines  the  scope,  the  selling,  price  and  credit  policies  of  an 
association.  Proper  financing  includes  adequate  provision  for  se- 
curing capital  for  long  and  short  term  needs.  By  capable  manage- 
ment is  meant  a  competent  board  of  directors,  a  skillful  and  ex- 
perienced manager  and  an  efficient  personnel  who  operate  the  busi- 
ness economically,  constantly  improve  the  services  rendered,  and 
aggressively  develop  their  markets.  Intelligent  educational  effort 
develops  an  informed  and  loyal  membership,  an  enlightened  public 
and  a  better  understanding  among  competitors. 

A  Well  Conceived  Business  Plan 

Scope — What  shall  be  the  scope  of  the  organization?  Shall  it 
cover  aAvidespread  or  local  territory?  Shall  it  handle  many  com- 
modities or  only  one?  The  extent  of  an  association's  territory  Avill 
depend  largely  on  the  character  of  the  business  and  its  purpose. 
An  organization,  such  as  the  Interstate  Milk  Producers'  Associa- 
tion, Avhich  was  formed  to  obtain  representation  for  producers  in 
the  determination  of  the  price  of  milk  in  Philadelphia  must  necessa- 
rily extend  its  activities  over  a  Avide  territory,  since  the  milk  supply 
for  that  city  comes  from  points  as  far  distant  as  250  miles.  An 
association  formed  to  market  the  milk  of  producers  supplying  the 
needs  of  a  small  city,  such  as  the  Indiana  Cooperative  Dairy  Company 
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at  Indiana,  Pa.,  must  limit  its  activities  to  the  producers  in  the  terri- 
tory near  the  city. 

Marketing  associations  usually  function  most  efficiently  when 
established  on  a  strictly  one  commodity  basis.  For  example,  we  have 
wool  selling  associations,  such  as  the  Mercer  County  Cooperative 
Wool  Growers,  Inc.;  milk  marketing  pools,  as  the  Dairymen's  League 
Cooperative  Association;  egg  selling  organizations  as  the  Atlantic 
Coast  Poultry  Producers'  Association ;  and  grape  marketing  pools  as 
the  Keystone  Cooperative  Grape  Association.  Frequently,  however, 
local  associations  find  that  they  can  lower  their  selling  costs  by 
selling  more  than  one  commodity.  For  example,  the  Fruit  Growers' 
Cooperative  Association  of  West  Chester,  Pa.,  which  was  formed 
for  the  purpose  of  selling  peaches,  pears  and  apples  for  its  members 
lias  added  eggs  and  potatoes  to  its  list  of  commodities. 

The  most  successful  purchasing  organizations  in  Pennsylvania 
handle  feed,  fertilizer,  lime,  limestone,  spray  materials,  seeds,  baskets, 
twine,  and  automobile  tires.  Some  have  tried  to  sell  farm  implements 
and  machinery  but  after  a  few  years  most  of  them  abandoned  their 
attempts  and  devoted  their  efforts  entirely  to  the  supplies  listed 
above. 

Selling  Policies — Some  associations,  particularly  small  city  milk 
marketing  organiaations,  have  developed  a  profitable  outlet  by 
selling  direct  to  the  consumer.  Such  organizations  own  milk  plants 
and  delivery  equipment  and  frequently  convert  their  surplus  into 
manufactured  products  such  as  butter,  ice  cream  and  cheese.  The 
Farmers'  Cooperative  Dairy  Association  of  Connellsville,  Pa.,  is  an 
example  of  a  very  successful  organization  which  sells  direct  to  the 
consumer.    Other  associations  liave  developed  an  excellent  market 
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by  selling  direct  to  the  retailer.  Tlie  Fruit  Growers'  Cooperative 
Association  of  West  Chester,  Pa.,  has  developed  a  big  and  profitable 
trade  among  the  retail  dealers  of  those  suburbs  of  Philadelphia  which 
lie  along  the  main  line  of  the  Pennsylvania  Railroad.  Most  of  the 
fruit  and  vegetable  selling  organizations  sell  to  jobbers  and  whole- 
salers in  carlot  quantities.  This  method  of  selling  is  used  by  the 
Mercer  County  Cooperative  Potato  Growers'  Association,  the  ^Key- 
stone Cooperative  Grape  Association  and  numerous  other  Pennsyl- 
vania organizations.  A  few  organizations,  principally  those  market- 
ing wool,  sell  their  output  by  the  auction  or  bid  method.  The  crop 
is  graded  and  weighed  by  the  association  and  sealed  bids  or  tenders 
are  invited  from  responsible  wool  dealers  and  mills.  The  highest 
bidder  receives  the  entire  crop. 

Farmers'  supply  associations  have  developed  their  business  by 
one  or  more  of  the  following  sales  methods:  (1)  By  personal! 
solicitation  through  local  agents  or  manager,  (2j  By  mail,  (3)  By 
solicitation  at  local  meetings.  Tlie  Beaver  County  Cooperative 
Association  of  Beaver,  Pa.,  has  used  the  first  method  extensively, 
the  Cooperative  Commodity  Division  of  the  Lancaster  County  Farm' 
Bureau  of  Lancaster,  Pa.,  uses  the  second  method  principally  and  tlie 
^^ewtown  Cooperative  Association  of  Newtown,  Pa.,  makes  wide  use 
of  the  first  and  tliird  methods. 

Price  Policies— The  adoption  of  a  definite  price  policy  is  an  im- 
portant part  of  a  business  plan.  Particularly  is  this  true  of  supply 
associations  because  so  many  of  them,  in  the  past,  have  closed  their 
first  year  of  operation  with  a  deficit.  Supply  associations  usually 
follow  one  of  two  policies:  (1)  Sell  at  the  market  price  and  add 
surplus  to  reserve  or  return  part  of  it  to  the  patrons  at  the  end  of 
the  year,  (2)  Sell  below  the  market  price  at  approximate  cost.  If 
the  latter  policy  is  adopted  no  patronage  dividends  will  be  available, 
only  a  very  small  surplus  can  be  accumulated  and  the  chances  of 
incurring  a  deficit  are  greater  than  under  the  first  plan. 

Marketing  organizations  sell  on  a  daily,  weekly,  or  monthly  or 
seasonal  pool  basis.  The  Dairymen's  League  Cooperative  Association 
sells  its  milk  on  a  monthly  pool  basis  and  has  succeeded  in  establish- 
ing a  fixed  price  which  is  not  changed  more  than  once  a  month.  Tlie 
Atlantic  Coast  Poultry  Producers'  Association  sells  its  eggs  on  the 
daily  market  price  and  conducts  semi-weekly  and  weekly  pools, 
therefore,  the  price  to  the  producer  does  not  change  oftener  than 
twice  a  week.  Organizations  like  the  Lawrence  County  Cooperative 
Wool  Growers'  Association  sell  their  product  on  a  seasonal  basis 
by  means  of  an  auction  pool,  so  the  whole  crop  is  sold  at  one  price. 
Generally,  marketing  associations  which  sell  a  highly  perishable 
commodity  such  as  fruits  must  sell  on  a  daily  market  price  basis. 
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Commodities  such  as  eggs,  milk  and  potatoes  may  be  sold  on  a  weekly 
or  monthly  price  basis.  Staple  commodities  such  as  tobacco  and 
cotton  can  be  sold  on  a  seasonal  price  if  the  pool  is  effective  and  the 
price  is  intelligently  based  upon  supply  and  market  demand. 

Determination  of  Credit  Policy  with  Customers — The  ideal  of 
every  fruit  and  vegetable  association  is  to  sell  its  produce  for  cash 
or  on  sight  draft,  f.o.b.  shipping  station.  But  often  buyers  cannot  be 
found  to  make  this  type  of  purchase,  so  the  selling  association  will 
be  obliged  to  ship  its  product  on  consignment  to  a  broker,  who  will 
sell  the  shipment  for  the  best  price  that  he  can  obtain  in  the  market. 
As  soon  as  the  sale  is  completed  the  broker  makes  payment  to  the 
association.  Milk  marketing  organizations  usually  extend  to  dealers 
a  month's  credit,  so  that  most  milk  producers  receive  monthly  pay- 
ments for  their  product.  The  policy  concerning  credit  extension  to 
customers  will  depend  to  some  degree  upon  the  product  which  the 
association  has  for  sale,  but  a  definite  plan  should  be  worked  out  and 
followed  as  closely  as  is  possible  in  operation. 

Proper  Financing 

Many  associations,  in  their  early  days  of  existence,  have  been  care- 
less and  weak  in  their  financial  structure.  Frequently  new  members 
were  admitted  without  assuming  their  proper  share  in  the  capital 
risk  of  the  organization  and  often  a  few  members,  usually  the  Board 
of  Directors,  have  personally  assumed  the  entire  credit  risk  of  the 
association.  The  successful  organizations,  however,  have  to  a  large 
extent  corrected  these  evils  and  most  of  them  now  insist  that  each 
member  assume  his  fair  share  of  the  liabilities. 

Long  Term — Cooperative  milk  distributing  plants  and  creameries 
which  require  buildings  and  equipment  and  therefore  need  permanent 
capital  have  adopted  the  certificate  of  indebtedness  as  a  financing 
instrument.  Each  member  must  make  his  contribution  to  the  amount 
of  money  required  to  finance  the  plant  according  to  the  amount  of 
milk  which  he  sells  through  the  organization.  This  contribution  is 
usually  adjusted  once  per  year  according  to  changes  in  the  member's 
milk  pi'oduction.  For  the  capital  which  the  member  advances  to  the 
association  he  receives  certificates  of  indebtedness,  which  mature  on 
a  specified  date  (usually  five  years  after  date  of  issue)  and  which 
bear  interest  (usually  6  per  cent). 

Fruit,  vegetable,  egg  and  live  stock  marketing  associations,  which 
own  plants  and  equipment,  also  have  adopted  the  certificate  of  in- 
debtedness plan  of  finance.  The  contribution  of  each  member  in  these 
organizations  is  based  upon  some  unit  of  production,  as  the  acre, 
the  tree,  the  hen  or  the  head. 
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The  well  managed  organizations  set  up  a  sinking  fund  which  is 
created  by  small  systematic  deductions  from  the  returns  paid  to 
members,  in  order  to  liquidate  their  obligations  when  they  mature. 
In  this  manner  a  perpetual  revolving  fund  is  obtained  and  each  pro- 
ducer assumes  his  fair  share  of  the  liabilities. 

Short  Term— Cooperative  supply  associations  require  considerable 
credit  during  certain  seasons,  especially  in  the  spring  and  fall,  Avhen 
the  movement  of  farm  supplies  is  heavy.  As  mentioned  in  a  previous 
paragraph  this  credit  is  secured  through  the  membership  note. 
Several  organizations  at  first  were  not  strict  in  the  enforcement  of 
their  by-laws  and  some  members  voluntarily  assumed  their  liabilities 
and  others  did  not.  The  sti-ougest  and  most  successful  organizations, 
however,  will  not  admit  any  farmer  to  membership  until  his  note,  as 
required  in  the  by-laws,  is  delivered  to  the  association. 

This  insistence  by  associations  that  each  member  assume  his  share 
of  liability  is  an  important  factor  in  the  permanence  and  success  of 
an  organization.  No  business  can  long  exist  where  a  few  men  must 
assume  all  of  the  liabilities  and  then  distribute  the  benefits  and  earn- 
ings among  those  who  shirk  their  obligations. 

Capable  Management 

Competent  Directors— The  first  step  in  the  selection  of  the  manage- 
ment is  the  election  of  a  board  of  directors  by  the  membership.  A 
director's  job  is  more  than  an  honorary  office.  The  director  is  the 
trustee  for  the  cooperative  organization  and  upon  his  shoulders 
falls  the  responsibility  for  the  successful  or  unsuccessful  operation 
of  the  business.  Consequently,  in  making  nominations  for  directors, 
members  should  consider  only  men  Avho  are  capable,  reliable  and 
trustworthy  individuals.  A  carefully  selected,  competent  and  intelli- 
gent board  of  directors  is  the  best  assurance  of  successful  manage- 
ment that  any  cooperative  association  can  have. 

Skillful  and  Experienced  Manager— After  the  board  of  directors 
has  been  selected  the  control  of  the  association,  as  specified  in  the 
by-laws,  rests  in  their  hands.  Their  first  duty  in  starting  the  opera- 
tion of  the  business  will  be  the  selection  of  a  manager  and  the  deter- 
mination of  how  he  shall  be  paid.  How  much  he  shall  be  paid  will 
depend  upon  the  size  and  nature  of  the  business,  but  three  methods 
of  payment  are  used  by  Pennsylvania  cooperatives.  The  most  widely 
used  method  is  the  straight  yearly  salary,  but  many  organizations 
pay  their  managers  a  salary  plus  a  commission  on  all  sales  above  a 
minimum  amount.  Some  do  not  provide  any  salary  at  all,  pacing 
their  managers  a  commission  only,  but  few,  principally  associations 
having  part-time  managers,  use  this  method. 
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Wlieu  a  salary  lia«  beeu  determined  upon  it  is  the  duty  of  the  di- 
rectors to  secure  the  best  man  available.  The  manager  for  an  organi- 
zation ought  to  be  selected  on  a  basis  of  experience,  business  ability 
and  executive  capacity.  He  should  have  an  understanding  of  farm 
conditions  and  a  complete  farmer  viewpoint.  If  a  man  with  these 
qualifications  can  be  obtained  from  the  membership  he  should  be 
considered  by  the  directors,  of  course,  but  only  in  fair  competition 
with  other  qualilied  candidates. 

Efficient  Personnel — Once  a  manager  is  chosen  his  first  problem  is 
the  selection  of  competent  and  loyal  personnel.  He  must  then  make 
the  pro'per  division  of  labor  and  responsibility  among  the  employees 
so  tliat  operation  will  be  smooth  and  continuous.  Efficiency  depends 
upon  teamwork  among  employees,  management  and  membership. 
The  manager  who  can  develop  this  teamwork  is  bound  to  be  successful. 

Intelligent  Educational  Effort 

The  educational  Avork  of  cooperative  associations  can  be  divided 
into  three  classes:  first,  that  relating  to  the  m'embership;  second, 
that  relating  to  the  public ;  and  third,  that  relating  to  competitors. 
The  most  important  of  the  three  is  the  education  of  the  membership 
concerning  the  principles  and  objects  as  Avell  as  the  benefits  and 
limitations  of  cooperative  effort.  Cooperative  associations  Avhich 
have  a  foundation  of  enlightened  and  loyal  members  are  the  most 
secure.  No  organization  can  afford  to  sacrifice  the  loyalty  of  the 
membership  by  not  giving  out  full  information  regarding  the  business. 

Informed  and  Loyal  Membership — Certain  principles  must  be  re- 
cognized both  by  the  management  and  the  membership.  The  essen- 
tial of  democratic  control  and  of  delegating  authority  to  the  directors 
and  the  manager,  must  be  understood  by  the  members. 

Frequently,  farmers  join  cooperative  associations  without  hav- 
ing a  clear  conception  of  the  objects  of  the  organization.  They  either 
have  a  dreamy  notion  of  unusual  benefits  or  else  the  benefits  to  come 
from  their  effort  have  been  misrepresented  by  those  forming  the 
organization.  The  economic  limitations  of  cooperative  effort  have 
not  always  been  stressed  as  much  as  they  should  be.  To  know  what 
can  not  be  accomplished  is  quite  as  important  as  to  know  what  can 
be  accomplished.  For  example,  the  cooperative  marketing  associa- 
tion ordinarily  can  secure  a  higher  return  for  a  product  than  the 
farmer  can  by  individual  selling,  but  the  association  can  not  arbi- 
trarily fix  the  price  of  this  product  at  an  exorbitant  level  and  expect 
to  market  it  at  that  price.  Cooperative  effort  can  not  guarantee  the 
individual  farmer  profits  in  his  business.  Neither  can  it  correct  bad 
management  on  the  individual  farm.     Furthermore,  cooperative 


organizations  may  not  always  be  able  to  market  prodnce  at  a  profit. 
In  seasons  of  heavy  production,  lower  prices  are  sure  to  result  in 
spite  of  tlie  cooperative  organizations. 

The  benefits  of  cooperation  have  been  discussed  quite  fully  in  the 
preceding  pages  of  this  bulletin.  Let  it  sufiflce  to  say  at  this  point 
that  no  opportunity-  should  be  overlooked  to  describe  these  benefits 
in  detail  to  members.  Even  though  cooperative  effort  is  yielding 
the  benefits,  the  individual  farmer  may  not  recognize  all  of  them. 
Complete  information  on  the  accomplishments  of  the  organization 
should  be  regarded  as  an  important  part  of  the  educational  work  of 
the  organization. 

A  problem  confronting  many  cooperative  organizations,  especially 
the  smaller  ones,  is  how  to  secure  the  greatest  possible  enlighten- 
ment of  the  members.'  The  larger  organizations  have  a  means  avail- 
able for  distributing  information  Avhich  the  smaller  cooperatives  do 
not  have.  For  example,  the  large  milk  associations  operating  in  the 
state  have  weekly  or  monthly  publications  which  go  to  tlie  entire 
membership  and  give  interesting  ucavs  items  and  important  business 
facts  regarding  the  development  during  the  previous  week  or  month. 
Smaller  cooperatives  might  make  use  of  monthly  mimeographed 
letters  to  get  the  information  to  the  membership.  Unless  the  members 
receive  some  communication  from  the  business  headquarters  regard- 
ing the  business  efforts,  there  is  real  danger  of  a  loss  of  interest 
and  of  loyalty. 

Enlightening  the  Public  on  Objects  of  Cooperative  Organizations 

■ — The  public  must  know  the  objects,  principles  and  accomplishments 
of  cooperative  organizations  in  order  to  have  the  proper  attitude 
when  speaking  about  and  dealing  Avith  organized  groups  of  farmers. 
There  are  several  Avays  of  getting  information  to  the  general  public. 
One  is  to  seek  the  cooperation  of  the  ueAvspapers  and  their  editors. 
Another  is  to  invite  the  public,  especially  the  business  men,  such  as 
bankers,  merchants  and  others,  to  the  meetings  of  the  organization. 
And  the  latest  method  is  the  use  of  the  radio  as  practised  by  the 
Dairymen's  League  Cooperative  Association  through  a  ISI'ew  York 
broadcasting  station.  At  all  times,  the  management  should  make  it 
clear  that  cooperative  effort  is  beneficial  to  the  consumer  as  well  as 
to  the  producer.  Promoting  the  standardization  of  produce,  sale 
by  grade,  etc..  have  eliminated  much  Avaste  and  misunderstanding  in 
marketing  and  have  given  the  consumer  a  better  product  than  he  has 
been  accustomed  to  getting. 

Destroy  Hostility  of  Competitors — -Cooperative  associations  have 
competitors.  One  phase  of  their  educational  effort  is  to  create  the 
best  possible  feeling  with  these  competitors.  Xothing  helps  more 
to  remove  ill  feeling  and  actual  warfare  than  the  maintaining  of  high 
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standards  of  business  ethics.  No  cooperative-  association  should 
have  the  feeling  that  it  can  violate  good  business  standards  and  still 
maintain  a  friendly  feeling  among  private  business  men  or  other 
cooperative  associations.  Clean  and  fair  competition  must  be  re- 
garded as  a  prime  essential  in  successful  relationships  with  com- 
petitors. 

OPPORTUNITIES  FOR  COOPERATIVES  IN 
PENNSYLVANIA 

Active  Local  Marketing  Associations — No  state  has  more  cities  of 
5,000,  or  greater  population,  than  Pennsylvania  and  none  has,  there- 
fore, better  local  market  outlets.  Still  it  is  frequently  difficult  to 
obtain  high  quality  local  farm  products  in  many  of  our  smaller  market 
centers,  and  the  consumer  is  obliged  to  buy  products  grown  in  other 
states.  Here  is  a  great  opportunity  for  local  marketing  organizations 
composed  of  growers  near  these  markets.  They  can  improve  the 
quality  of  fruits,  vegetables,  dairy  products,  eggs,  etc.  sold  on  local 
markets,  thereby  bringing  the  farmer  a  better  return.  They  can  in- 
troduce standard  grades,  packs  and  packages  and  needed  economies 
in  local  distribution.  Local  marketing  associations  can  usually  se- 
cure a  more  satisfactory  market  than  growers  acting  individually  can 
obtain,  for  such  surpluses  that  the  local  markets  cannot  absorb  at  a 
fair  price.  Such  organizations  will  relieve  the  grower  of  his  market 
problems  and  permit  him  to  concentrate  on  production. 

Purchasing  Associations — Opportunities  are  at  hand  in  many 
counties  for  farmers  to  save  money  and  obtain  quality  in  supplies 
by  buying  through  their  cooperative  purchasing  associations.  How 
ever,  before  starting  such  an  organization  a  sufficient  number  of 
farmers  should  be  wholeheartedly  interested  in  its  welfare  to  insure 
the  permanence  and  stability  of  the  association.  Likewise,  the  real 
need  for  such  an  association  must  be  demonstrated. 

Central  Marketing  Associations — As  time  goes  on  the  need  for 
central  marketing  organizations  for  our  export  crops,  such  as  tobacco, 
mushrooms,  apples,  etc.  may  appear.  In  the  tobacco  growing  districts 
some  growers  feel  that  the  time  is  at  hand  for  the  formation  and 
operation  of  a  central  tobacco  selling  association,  but  this  need  has 
not  made  itself  felt  among  sufficient  growers,  to  date,  to  bring  such 
an  organization  into  operation.  However,  when  such  a  need  is  felt 
to  exist  a  central  marketing  organization  should  be  able  to  render 
effective  and  valuable  service  to  the  grower. 


35 

APPENDIX 


No.  238. 
AN  ACT 

To  provide  for  the  Incorporation  and  reRulation  of  cooperative  agricultural 
associations  not  tiaving  a  capital  stocl;  and  not  conducted  for  profit,  and 
defining  agriculture  so  as  to  include  persons  engaged  in  agriculture, 
dairying,  livestock  raising,  poultry  raising,  beekeeping,  and  horticulture. 

Section  1.  Be  it  enacted,  &c..  That  in  this  act,  unless  the  context 
otherwise  require,  "association"  means  an  association  formed  under  this 
act;  "member"  means  a  member  of  such  an  association;  words  used  im- 
port the  singular  or  the  plural  as  the  case  may  demand. 

Section  2.  Coo'ierative  agricultural  associations  instituted  for  the  pur- 
poses of  mutual  help  and  not  having  capital  stock  and  not  conducted 
lor  proht  may  be  termed  under  the  provisions  of  this  act  by  any  number 
of  persons,  not  less  than  five,  engaged  in  agriculture.  For  the  purposes 
of  this  act  all  persons  engaged  in  agriculture,  dairying,  livestock  raising, 
poultry  raising,  beekeeping,  and  horticulture  shall  be  deemed  to  be  en- 
gaged in  "agriculture."  , 

Section  3.  An  association  may,  as  agent  for  its  members  or  any  ot 
them,  perform  for  them  services  connected  with  the  production,  preserva- 
tion, drying,  canning,  storing,  handling,  utilization,  marketing,  or  sale, 
of  agricultural  products  produced  by  them;  and,  for  the  agricultural  pur- 
poses of  such  members,  may  perform  for  them  services  connected  with  the 
purchase  or  hiring  for  or  use  by  them  of  supplies,  including  livestock, 
machinery,  and  equipment,  and  the  hiring  of  labor  or  any  one  or  more 
of  the  kinds  of  service  specified  in  this  section. 

Section  4.  The  articles  of  association  of  an  intended  association  must 
be  subscribed  by  five  or  more  persons,  three  of  whom  must  be  citizens  of 
this   Commonwealth,  and  shall  set  forth: 

I.  The  name  of  the  association,  which  shall  include  the  word  "cooper- 
ative." 

II.  The  class  of  services  to  be  performed  by  the  association,  which 
services  shall  be  among  one  or  more  of  those  enummerated  in  section  three 
of  this  act. 

III.  The  place  or  places  where  its  business  is  to  be  transacted,  which 
shall  be  within  this  Commonwealth. 

IV.  The  term  for  which  it  is  to  exist. 

V.  The  names  and  post-office  addresses  of  the  subscribers. 

VI.  The  number  of  its  directors,  not  less  than  five,  and  the  names 
and  residences  of  those  who  are  chosen  for  directors  for  the  first  year. 

VII.  Any  other  provisions,  not  inconsistent  with  law,  which  the  as- 
sociation may  see  fit  to  adopt,  governing  the  regulations  and  conduct 
of   its  affairs. 

Notice  of  the  intention  to  apply  for  any  such  charter  shall  be  inserted 
in  two  newspapers  of  general  circulation,  printed  in  the  county  where  the 
principal  place  of  business  is  situated,  for  three  weeks,  setting  forth 
briefly  the  character  and  purpose  of  said  corporation  and  the  kind  of 
service   to   be   performed   by  it. 

The  articles  of  association  shall  be  acknowledged  by  not  less  than  five 
of  the  subscribers  thereto  before  any  officer  authorized  to  take  acknowledg- 
ments ard  ndminisfer  oaths  pnd  affirmations  in  thi':  Commonwealth,  a'"! 
they  shall  also  make  and  subscribe  an  oath  or  affirmation  before  said, 
officer  that  the  statements  contained  therein  are  true. 

Said  articles  ol  association,  accompanied  with  proof  of  publication  of  the 
notice  hereinbefore  provided  to  be  given,  shall  then  be  presented  to  the 
Governor  of  this  Commonwealth,  who  shall  examine  the  same,  and,  if  he 
finds  it  in  proper  form  and  within  the  purpose  mentioned  in  this  act,  he 
shall  indorse  his  approval  thereon,  and  direct  letters  patent  to  issue,  in 
form  similar  to  that  issued  to  corporations  of  the  second  class  in  this 
Commonwealth,  which  letters  patents  shall  incorporate  the  subscribers  and 
their  associates  and  successors  into  a  body  politic  and  corporate,  in  deed 
and  in  law,  by  the  name  chosen.  Said  articles  of  association  shall  be 
recorded  in  the  office  of  the  Secretary  of  the  Commonwealth  in  a  book 
to  be  by   him   kept   for   the  purpose. 

The  original  articles  of  association,  together  with  all  indorsements  shall, 
together  with  the  letters  patent  issued  thereon,  be  recorded  in  the  ofiSce  of 
the  recording  of  deeds  in  and  for  the  county  where  the  principal  place 
of  business  is  situate.  From  thenceforth  the  subscribers  thereto,  their 
associates,  and  successors,  shall  be  a  body  politic  and  corporate  for  the 
purposes  and  upon  the  terms  named  in  the  said  articles  of  association. 
Certified  copies  of  the  records  thereof  shall  be  competent  evidence  for  all 
purposes  in  the  courts  of  this  Commonwealth.  _  r     i  • 

Section  5.  Each  association,  so  formed  under  the  provisions  of  this 
act  and  when  so  formed,  by  virtue  of  its  existence  as  such,  shall  have  the 
following  powers: 

1.  To  have  succession  for  the  period  limited  in  its  articles  of  associa- 
tion, and,  when  no  period  is  limited  thereby,  to  exist  perpetually,  subject 
to  the  power  of  the  General  Assembly  under  the  Constitution  of  the  Com- 
monwealth, and  unless  sooner  dissolved  by  operation  of  law  or  under  the 
provisions  of  this  act. 

2.  To  maintain  and  defend  judicial  proceedings  by  the  name  specified 
in  the  articles  of  association. 

3.  To  adopt  and  use  a  common  seal,  and  alter  the  same  at  pleasure. 

4.  To  hold,  purchase,  and  transfer  such  real  and  personal  property 
as  the  purposes  of  the  corporation  require. 
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5.  To  elect  a  board  of  directors,  which  shall  have  power  to  appoint 
a  president,  vice-president,  secretary,  treasurer,  and  other  officers,  agents, 
and  employes  which  may  be  deemed  necessary;  to  prescribe  their  duties; 
to  require  bonds  of  them;  and  to  dismiss  them  and  any  of  them  in  ac- 
cordance with  the  by-laws  of  said  association. 

6.  To  make  by-laws,  not  inconsistent  with  the  law,  for  the  management 
of  its  property,  the  regulation  of  its  affairs  and  the  conduct  and  manage- 
ment of  the  association. 

7.  To  perform  for  members  the  services  described  in  the  articles  of 
association. 

8.  To  make  contracts  necessary  in  the  conduct  of  its  operation  and  the 
transaction  of  its  affairs. 

9.  To  borrow  money  necessary  to  the  conduct  of  its  operations,  and 
to  issue  notes,  bonds,  and  other  evidences  of  indebtedness  therefor,  and  to 
give  security,  in  the  form  of  mortgage  or  otherwise,  for  the  payment 
thereof. 

10.  To  cooperate  with  any  other  association,  not  conducted  for  profit, 
whether  formed  under  this  act  or  otherwise,  for  the  purpose  of  promoting 
the  objects  for  which  it  was  incorporated  or  the  objects  for  which  any  other 
similar  association  was  formed.  Any  such  association  may,  upon  resolu- 
tion adopted  by  its  board  of  directors,  enter  into  all  necessary  and  proper 
contracts  and  agreements,  and  make  all  necessary  and  proper  stipulations, 
agreements,  contracts,  and  arrangements,  with  any  other  cooperative  cor- 
poration, association,  or  associations,  formed  under  the  provisions  of  this 
act  or  otherwise,  for  the  cooperative  and  more  economical  carrying  on 
its  business  or  any  part  or  parts  thereof,  or  any  two  or  more  coopera- 
tive associations  formed  under  the  provisions  of  this  act  or  otherwise  may, 
upon  resolutions  adopted  by  their  respective  boards  of  directors,  for  the 
purpose  of  more  economically  carrying  on  their  respective  businesses,  by 
agreement  between  them,  unite  in  employing  and  using,  or  several  such 
associations  may  separately  employ  and  use,  the  same  methods,  means,  and 
agencies,  which  agencies  may  be  another  such  association  or  associations, 
for  carrying  on  and  conducting  their  respective  business.  NtJ  contract  or 
agreement  authorized  by  this  section  shall  be  binding  or  effective  until  a 
copy  thereof  is  filed  with  the  Department  of  Agriculture,  and,  if  the  same 
relates  to  cooperative  marketing,   shall  be  ^  sanctioned  by  such  department. 

11.  To  foster  membership  in  the  association  by  advertising  or  by  edu- 
cational  or   other   lawful  means. 

12.  To  exercise  such  incidental  powers  as  may  be  necessary  in  the 
conduct   of   its  operations. 

Section  6.  Any  association  may  admit  as  members,  under  terms  and 
conditions  prescribed  in  its  by-laws,  persons  engaged  in  agriculture,  dairy- 
ing, or  horticulture.  Any  member  shall  forfeit  his  membership  upon  proof 
being  made  to  the  association  that  he  has  ceased  to  be  engaged  in  agri- 
culture, dairying,  or  horticulture.  For  the  purposes  of  this  act,  a  mem- 
ber, other  than  an  individual,  shall  be  represented  by  an  individual,  as- 
sociate, officer,  or  partner  thereof  duly  authorized. 

Section  7.  Every  association  shall  issue  a  certificate  of  membership  for 
each  member.  Such  certificate  or  membership  shall  not  be  transferable, 
and  no  person  who  may  acquire  the  same,  by  operation  of  law  or  other- 
wise than  may  be  prescribed  in  this  act  and  the  articles  of  association 
and  the  by-laws  of  the  association,  shall  be  entitled  to  become  a  member 
by    virtue    of    such  certificate. 

Section  8.  Every  member  shall  be  entitled  to  one  vote  only,  and  no 
vote  by  proxy  shall  be  permitted. 

Section  9.  That  the  oificers  and  members  of  such  association,  organ- 
ized under  and  accepting  the  provisions  of  this  act,  shall  not  be  indi- 
vidually liable  for  the  debts  of  said  association  otherwise  than  in  this  act 
provided. 

Section  10.  Each  member  of  said  association  shall  be  liable,  jointly, 
individually,  and  severally,  for  his  per  capita  share  for  all  work  and  labor 
done  to  carry  on  the  operation  of  said  association,  which  liability  existed 
at  the  time  he  becomes  a  member,  or  which  is  created  during  his  mem- 
bership, but,  if  any  member's  share  of  such  liability  for  work  and  labor 
done  shall  prove  to  be  uncollectible,  each  remaining  member  shall  be  re- 
sponsible, as  an  individual  liability,  for  such  unpaid  share  or  part  thereof, 
to  an  amount  equal  to  such  remaining  members'  original  liability  or^  to 
such  further  amount  as  may  be  prescribed  in  the  articles  of  association. 
No  member  shall  be  liable  to  the  association  for  any  work  or  labor  done 
as  aforesaid  until  all  the  property  of  said  association,  if  it  be  found  to 
be  in  the  county  where  the  chief  business  of  the  same  is  carried  on,  is 
first  exhausted  to  satisfy  said  claim  for  work  and  labor  done  as  aforesaid. 
The  proceedings  to  enforce  any  liability  against  the  individual  member  of 
said  association  to  collect  any  sum  or  sums  due  for  work  or  labor  done  for 
said  association,  as  hereinliefore  provided,  shall  be  in  accordance  with,  and 
such  action  shall  be  brought  in  the  manner  and  form  designated  by, 
the  fifteenth  section  of  the  act,  approved  the  twenty-ninth  day  of  April, 
one  thousand  eight  hundred  seventy-four  (Pamphlet  Laws,  seventy-three), 
entitled  "An  act  to  provide  for  the  incorporation  and  regulation  of  certain 
corporations,"  and  the  supplements  thereto:  Providing,  however.  That  in 
the  enforcement  of  such  liability,  where  in  the  Corporation  Act  of  one 
thousand  eight  hundred  and  seventy-four  and  the  supplements  thereto,  the 
word  "stockholders"  is  used,  for  the  purposes  of  this  act  the  same  shall 
be  taken  to  mean  "member"  or  "members"  as  the  same  be  used  and 
defined  in  this  act.  In  all  cases  any  member  who  voluntarily  or  other- 
wise contributes  to  the  debt  or  oblication  of  another  member  or  members 
shall  have  an  action,  several  or  joint,  against  such  defaulting  member  or 
inembers    for  reimbursement. 
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Any  association  may,  in  its  article  of  association,  limit  the  amount  of 
indebtedness  or  obligations  wliich  may  be  incurred  by  or  on  behalf  of  this 
association,  and  no  member  shall  be  liable  for  any  debt  or  obligation  in 
excess  of  the  terms  of  such  limitations. 

Section  11  The  association,  as  agent  for  a  non-member,  may  buy  farm 
supplies  for  him,  and  sell  his  agricultural,  dairy,  or  horticultural  prod- 
ucts, and,  as  a  condition  of  its  contract  with  such  nonmember  may  im- 
pose uion  him  any  liability  for  the  contracts,  debts,  and  engagements  of 
the  association  which  does  not  exceed  the  liability  of  a  member,  but  in  no 
case  shall  the  association  charge  a  nonmember  for  such  services  more 
than  the  actual  cost  thereof,  including  the  pro  rata  part  of  all  overhead 
expenses.  uvcmcdu 

Section  12.  Within  thirty  days  after  the  recording  of  tlie  articles 
of  association  and  letters  patent  in  the  office  of  the  recorder  of  deeds  as 
prescribed  in  section  four  of  this  act,  a  call,  signed  by  not  less  than  a 
majority  of  the  directors,  shall  be  issued  for'  a  meeting^  of  the  members 
v.;  meeting   or   any   adjourned   session   or   sessions   thereof,  by-laws 

ldorted"%^"t  conducting  the  management  .  of  the  association  '  shall  be 
adopted      Such  by-laws  shall,   within  the  limits  of  this  act,  prescribe: 

1.     J.  he  time    place,  and  manner  of  calling  and  holding  meetings. 

f  l  he.  number  and  qualiiications  of  members,  the  conditions  under 
which  membership  shall  be  granted  and  terminated.  Rules  governing 
the  exercise  .of  the  privileges  of  members  and  the  issuance"  tranlfjr  and 
fn  ere  f  of  °^  "'f^^^'^f^'^^,  certificates,  and  the  manner  of  ascertaining  the 
interests  of   members   m  the   assets,   if  any,   of  the  association. 

■S.  Ihe  number  of  directors,  the  time  and  manner  of  their  election 
and  removal,  and  their  powers  and  duties,  the  number,  not  less  than  " 
Tion    i!\nT'"''"^  *°  °*  their  compeLa 

4.  The  officers,  their  terms  of  office,  the  time  and  manner  of  their 
appointment  and  removal,  .  their  powers,   duties,  and  compensation,  if  anv' 

i.  Ihe  manner  of  fixing  and  collecting  fees,  dues,  and  other  assess- 
ments or  charges  for  services  to  its  members. 

6.  Any  other  provisions  proper  and  necessary  to  carry  out  the  pur- 
poses   for   which    the    association   was    formed.  ^ 

sJtuL^lh^rhf/J''^\''f°T^T,  '°  created  under  the  provision  of  this 
t„tl    tV.    J  V  1    ^  f'"'"^  ^''H'"  subordinate  to  this  sta- 

tute, the  articles  of  association  of  the  same,  and  letters  patent  issued 
thereon,  the  Constitution  and  laws  of  this  Commonwealth,  and  the  Con 
stitution  and   laws  of  the   United  States. 

^Jf^Tf^th  ^"^fi   '^r'''"'^   "'''^  require  a  member   to  sell  all,   or  any 

Drodurts  ^f'^'fi'^^l'y,  enumerated  agricultural,  dairy,  and  horticultural 

products,  and  to  buy  all,  or  any  part,  of  their  specifically  enumerated 
supplies  e-xclusive  y  through  the  association,  but,  in  such  case,  shal  spec  fy 
nntyf'""''^-''''-^''',"?'^   V"   t^"'   y^^'-   ^l"""g  member,    by  giW 

ohl iatin'n^t'o"^'''  T  w'*'^'-^^^  ^"^  be  released  from  l"is 

obligation  to  employ  the  services  of  the  association  in  respect  to  such 
^..JliT  '""^  supplies.  The  by-laws  may  fix,  as  liquidated  damage" 
nrdi  fnril    Tff  .^mounts  fairly  relating  to  the  actual  damages 

?eiXri^  ^"^r"'^  circumstances,  to  be  paid  to  the  association  to 

reimburse  it  for  any  damages  which   it  or  the  members  may   sustain  by 
t'i''''  °V  Timbers  to  perform  any  obligation  to  the  association 

under   the  articles   of   association,   the   by-laws,   or   any   contract  with  the 

courts   oT'thi^Stlte  ^l^^"    '^^    ^^"'i    ^'^d    enforceable    in  the 

Section  14.  The  board  of  directors  of  each  association  shall  consist 
ot  not  less  than  five  members.  At  the  first  regular  meeting  of  'he  as- 
sociation, a  quorum  as  specified  by  the  by-laws  being  present,  the  mem- 
v^"        At  from    among   themselves    directors   for   the   term   of  one 

year.  At  the  expiration  of  the  terms  of  directors  so  elected,  their  suc- 
.hlu^'l  f ,  ffi  elected  m  like  manner  for  terms  of  one  year.  Diroot^.rs 
f,^7-     ,u  ■  °  their  successors  have  been  elected  and  qualified  and 

V^.'L.-  ^^Vrr'"!,',  /''J'"  I"'"'"'  "I'O"  *e  discharge  of  their  duties. 
Vacancies  shall  be  filled  for  the  unexpired  terms  at  any  regular  meetin- 
Z    n  /Pe/'al  meeting  called    for    the    purpose,   in  the  same  manne? 

as  provided  for  the  original  election  of  directors.  The  Board  of  di- 
rectors shall  manage  the  affairs  of  the  association,  and  shall  perform 
such  other  duties  as  may  be  specifically  imposed  upon  the  board  by  this 

Section  15.  Any  member,  director,  or  officer  of  the  association  mav. 
lor  cause  at  any  regular  meeting  or  any  special  meeting  called  for  the 
purpose  at  which  a  majority  of  the  members  shall  be  present,  be  removed 
from  office  by  vote  of  not  less  than  two-thirds  of  the  members  present. 
Keasonable  notice  of  the  time,  place,  and  object  of  any  such  meeting  shall 
be  given  m  the  manner  prescribed  in  the  by-laws,  to  the  members  and  other 
directors  or  officers  against  whcm  charges  are  to  be  presented.  Such 
til  T-  "embers,  or  officers  .shall  at  the  same  time,  be  informed  of 
such  charges,  and  at  such  meeting  shall  have  an  opportunity  to  be  heard 
m  person  or  by  counsel  and  by  witnesses  in  regard  thereto 

.  bection  16.  The  officers  of  every  association  shall  include  a  president 
vice-president  secretary,  and  treasurer,  who  shall  be  appointed  annually  by 
the  board  of  directors.  The  president  and  vice-president  shall  be'  ap- 
pointed from  among  the  directors.  The  secretary  and  trea'^urer  mav  bo 
nonmembers.  The  office  of  secretary  and  treasurer  may  be  combined", 
and  one  individual  appointed  thereto.  Vacancies  in  said  offices  shall  be 
n!;  -1  7/  .J'^^^'P'-'ed  term  by  the  board  of  directors  in  the  manner 
provided  for  the  original  appointment  of  officers.  Such  officers  shall  hold 
their   offices   until   their   successors   are   appointed   and   qualified   and  shall 
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have  entered  upon  the  discharge  of  their  duties.  The  board  of  directors 
shall  require  the  treasurer,  and  may  require  such  other  officers,  agents, 
and  employes,  charged  hy  the  association  with  responsibility  for  the  cus- 
tody of  funds  or  property,  to  give  bond,  with  sufficient  surety,  for  the 
faithful  performance  of  their  duties  as  such.  The  premium  on  such 
bond  to  be  paid  by  the  association. 

Section  17.  An  association  may  provide  for  the  payment,  of  expenses 
necessary  in  the  performance  of  its  services  to  its  members,  by  the  creation 
of  a  working  fund  or  otherwise,  through  fees,  dues,  assessments,  or  charges 
for  the  services,  to  be  fixed  and  collected  in  such  manner  as  may  be  pre- 
scribed in  the  by-laws.  Such  dues,  fees,  assessments,  or  charges  shall  be 
limited  to  the  amounts  necessary  to  meet  expenses  already  incurred  or  rea- 
sonably estimated  as  essential  to  be  incurred  by  the  association  in  conduct- 
ing its  operations.  Whenever  any  association  shall  find  that  it  has  ac- 
cumulated funds  in  excess  of  these  necessary  to  meet  expenses  already  in- 
curred and  reasonably  estimated  as  essential  to  be  incurred  by  it  in  con- 
ducting its  operations,  it  shall  return  such  excess  to,  or  deduct  from  future 
fees,  dues,  assessments,  or  charges  of,  the  members  who  contributed  to  such 
excess  in  the  proportion  of  their  respective  contributions. 

Section  18.  Every  association  shall,  from  time  to  time,  appoint  an  au- 
diting committee  of  three  persons,  who  shall  not  be  directors,  officers, 
agents,  or  employes  of  the  associations,  but  who  may  or  may  not  be  mem- 
bers of  said  association.  Said  committee  shall,  once  in  every  quarter  of 
each  fiscal  year  of  such  association,  examine  its  record  and  property,  and, 
within  one  month  after  such  examination,  report  in  writing  the  results 
thereof  to  the  association.  At  the  close  of  each  fiscal  year,  a  complete  audit 
of  the  operations  of  the  association  shall  be  made,  the  written  report  of 
which  shall  include  statements  of  services  rendered  by  the  association,^  the 
balance-sheet,  the  receipts  and  disbursements,  and  the  assets  and  liabilities, 
the  members  admitted  and  withdrawn,  the  total  number  of  members,  and 
other  proper  information,  and  shall  be  submitted  to  the  members  at  the 
next  regular  meeting.  Within  three  months  after  the  expiration  of  the  fis:al 
year  for  which  made,  the  secretary  of  said  association  shall  file  one  copy 
of  said  report  of  the  audit  with  the  Secretary  of  Agriculture  of  this  Com- 
monwealth and  one  copy  with  the  Dean  of  the  School  of  Agriculture  of  the 
Pennsylvania  State  College.  No  person  shall,  without  consent  of  the  asso- 
ciation, except  in  obedience  to  judicial  process,  make  or  permit  any  dis- 
closure wliereby  any  information  contained  in  said  report  may  be  identified 
as  having  been  furnished  by  said  association.  Any  person  violating  or  fa'l- 
ing  to  comply  with  this  section  shall  be  guilty  of  a  misdemeanor,  and,  upon 
conviction  thereof,  shall  he  punished  by  a  fine  not  more  than  three  hundred 
dollars,  or  imprisonment  for  not  more  than  six  months,  or  both,  at  the  dis- 
cretion of  the  court. 

Section  19.  The  articles  of  association  may,  pursuant  to  an  affirmative 
vote  of  two-thirds  of  all  the  members,  be  amended  at  any  regular  meetins^ 
or  at  a  special  meeting  called  for  the  purpose,  due  notice  of  the  time,  place, 
and  object  of  which  regular  or  special  meeting  shall  have  been  given  as 
prescribed  in  the  by-laws.  A  copy  of  such  amentment,  signed  and  ac- 
knowledged by  not  less  than  three  of  the  directors,  shall  be  presented  to  the 
Governoi;  of  the  State  of  Pennsylvania  who  shall  examine  the  same,  and. 
if  he  finds  it  in  proper  form,  he  shall  indorse  his  approval  thereon.  Said 
amendment  shall  then  be  recorded  in  the  office  of  the  Secretary  of  the  Com- 
monwealth in  a  book  to  be  by  him  kept  for  the  purpose.  The  said  amend- 
ment, together  with  the  indorsements  thereon,  shall  then  be  recorded  in  the 
office  for  the  recording  of  deeds  in  the  county  where  the  principal  place  of 
business  is  situate. 

Section  20.  Any  association  may,  at  any  regidar  meeting  or  at  any 
or  at  a  special  meeting  called  for  the  purpose,  due  notice  of  the  time,  place, 
oliject  of  which  regular  or  special  meeting  shall  have  been  given  as  pre- 
scribed in  the  by-laws,  by  a  vote  of  two-thirds  of  all  its  members,  discon- 
tinue its  operations  and  settle  its  affairs.  Whereupon  it  shall  designate  a 
committee  of  three  members,  who  shall,  on  behalf  of  the  association  and 
within  a  time  fixed  and  designated  or  any  extension  thereof,  liquidate  its 
assets,  pay  its  debts  and  expenses,  and  divide  any  surplus  among  the  mem- 
bers as  may  be  entitled  to  under  the  article  of  association  or  by-laws. 
Upon  final  settlement  by  such  committee,  the  association  shall  be  deemed 
dissolved,  and  shall  cease  to  e.xist  under  the  act.  The  committee  shall 
make  a  report  of  the  proceedings  under  this  section,  which  shall  be  signed 
liy  its  members,  and  duly  acknowledged  by  them,  which  report  shall  be 
filed  and  recorded  with  the  Secretary  of  the  Commonwealth  and  with  the 
recorder  of  deeds  of  the  proper  county.  The  members  of  said  association, 
so  discontinuing  its  affairs  and  operations,  may,  in  the  designation  of  said 
committee,  provide  that  the  members  of  said  association  shall  receive  a 
compensation  for  their  services  as  may  be  provided  in  said  designation. 
Said  compensation  to  be  fixed  by  vote  of  not  less  than  two-thirds  of  all 
the  members. 

Section  21.  Hereafter,  unless  expressly  authorized  by  law,  no  indi- 
vidual or  partnership,  corporation  or  association,  formed  in  this  State 
otherwise  than  under  the  provisions  of  this  act,  shall  adopt  and  use  the 
word  "cooperative,"  or  any  abbreviation  or  derivative  thereof,  as  a  part 
of  the  name  or  desi.gnation  under  which  such  individual,  partnership, 
corporation,  or  association  shall  do  business  in  the  State.  Any  association 
shall  be  entitled  to  sue  for  and  to  obtain,  in  any  court  of  competent  juris- 
diction in  this  State,  by  bill  in  equity,  injunction  and  other  relief  against 
the  use  of  the  word  "cooperative"  by  any  individual,  firm,  corporation,  or 
association  who  shall  violate  the  provisions  of  this  section. 

Section  22.  If  any  clause,  sentence,  paragraph,  or  part  of  this  act 
shall  for  any  reason  be  adjudged  by  any  court  of  competent  jurisdiction 
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to  be  invalid,  such  judgment  shall  not  affect,  impair  _  or  invalidate  the 
remainder  thereof,  but  shall  be  confined  in  its  operation  to  the  clause, 
sentence,  paragraph,  or  part  thereof,  directly  involved  in  the  controversy 
in  fthich  said  judgment  shall  have  been  rendered. 

Section    23.    All  acts  or  parts  of  acts  inconsistent  herewith  are  hereby  Repeal, 
repealed. 

Section  24.  The  right  to  alter,  amend,  or  repeal  this  act  is  hereby  Right  of  amend- 
expressly  reserved.  ment  or  repeal 


reserved. 


Approved — The   12th  day  of  June,  A.  D.  1919. 


WM.  C.  SPROUL. 


The  foregoing  is  a  true  and  correct  copy  of  the  Act  of  the  General 
Assembly  No.  23S. 


Secretary  of  the  Commonwealth. 


